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The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  balance  sheet  of  the  State  Department  of 
Agriculture  as  of  June  30,  1971,  and  the  related  statements  of  operations, 
as  set  forth  in  the  table  of  contents  of  this  report,  for  the  fiscal  year 
then  ended.   Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  and  accordingly,  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary  in 
the  circumstances. 

The  financial  statements  have  been  prepared  on  a  cash  basis  of  account- 
ing and  do  not  show  financial  position  or  operating  results  as  would  state- 
ments prepared  on  a  modified  accrual  basis  in  accordance  with  generally 
accepted  accounting  principles  applicable  to  governmental  units. 

The  Department  of  Agriculture  does  not  maintain  a  general  ledger, 
utilize  the  double  entry  system  of  accounting,  or  prepare  comprehensive 
annual  financial  statements.   Accordingly,  the  accompanying  financial 
statements  have  been  prepared  primarily  from  the  central   records  of  the 
State  Department  of  Administration  and  detail  records  maintained  by  the 
agriculture  department. 

In  our  opinion,  subject  to  the  comments  in  the  preceding  paragraphs, 
the  accompanying  financial  statements  present  fairly  the  financial  position 
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of  the  State  Department  of  Agriculture  as  of  June  30,  1971,  and  the  results 
of  its  operations  for  the  year  then  ended,  in  conformity  with  generally 
accepted  governmental  accounting  principles  applied  on  a  basis  consistent 
with  that  of  the  preceding  year. 

We  submit  the  financial  statements  listed  in  the  preceding  table  of 
contents  together  with  the  following  comments. 
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COMMENTS 
GENERAL 

Article  XVIII  of  the  Montana  Constitution  originally  authorized  the 
creation  of  a  single  bureau  encompassing  the  combined  functions  of  agri- 
culture, labor,  and  industry.   This  bureau,  which  was  formed  in  1893,  was 
eventually  modified  by  subsequent  legislation  and  constitutional  amendments. 
In  1913  the  Legislative  Assembly  essentially  abolished  the  bureau  and  re- 
placed it  with  two  separate  departments,  namely,  labor  and  industry  and 
agriculture  and  publicity.   In  1921,  the  legislature  again  established  a 
single  bureau  by  combining  the  functions  of  agriculture,  labor,  and  industry 
by  creating  the  Department  of  Agriculture,  Labor,  and  Industry.   This 
combined  department  continued  to  function  until  1950,  when  a  constitutional 
amendment  was  adopted  requiring  a  separate  department  of  agriculture  and 
department  of  labor  and  industry.   The  statutes  implementing  this  amendment 
were  enacted  in  1951  and  since  that  time  the  present  State  Department  of 
Agriculture,  hereafter  referred  to  as  the  department,  has  operated  under  a 

commissioner  who  is  appointed  by  the  governor,  subject  to  the  consent  of 
the  Senate,  for  a  four-year  term.  The  present  commissioner  has  held  his 
position  since  April,  1969. 

The  department,  which  had  82  personnel  on  June  30,  1971,  and  expendi- 
tures slightly  over  $1  million  during  that  year,  has  one  primary  purpose 
which  is  prescribed  by  statute;  i.e.,  to  promote  the  agricultural  interests 
of  Montana.  In  this  regard,  the  department  has  two  general  goals  which  are 
(1)  enforcement  of  agriculture-oriented  laws  for  the  protection  of  both  the 
agricultural  industry  as  well  as  the  consuming  public,  and  (2)  promotion  of 
Montana's  agricultural  industry. 
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To  facilitate  the  achievement  of  the  foregoing  goals,  the  department 
is  organized,  either  by  statute  or  administrative  action,  into  nine  operating 
divisions.   Under  the  Executive  Reorganization  Act  of  1971  (Chapter  272, 
Section  1,  Laws  of  1971),  some  of  the  departmental  functions  are  to  be 
transferred  to  other  agencies  while  the  department  will  gain  two  additional 
functions,  i.e.,  the  state  apiarist  and  the  functions  of  the  State  Board  of 
Health  with  respect  to  insecticides,  fungicides,  and  rodenticides.   For  the 
most  part,  however,  the  Department  of  Agriculture  will  remain  intact  as  a 
separate  department.   The  existing  nine  divisions  of  the  department,  their 
respective  responsibilities,  and  the  extent  to  which  they  will  be  affected 
by  executive  reorganization,  are  as  follows: 

1.  Administrative  Services  Division:   This  division  was  established 
by  administrative  action  and  is  responsible  for  the  direction  and 
coordination  of  the  other  divisions.   It  conducts  all  personnel 
management  activities  for  the  department  and  also  provides  fiscal 
and  accounting  services  from  the  department's  headquarters  in 
Helena,   This  division  was  not  directly  affected  by  the  Executive 
Reorganization  Act. 

2.  Agricultural  Marketing  Coordinator:   This  division  was  created 
by  statute  in  1969  (Section  3-116,  R.C.M.  1947)  as  a  function 
of  the  department  in  Helena.   It  consists  of  one  person  whose 
primary  and  statutory  responsibility  is  to  provide  leadership 
in  areas  of  agricultural  marketing.   The  statutory  nature  of 
this  position  was  abolished  by  the  Executive  Reorganization  Act, 
although  the  duties  associated  with  it  will  remain  with  the 
department. 

3.  Agricultural  Statistics  Division:   This  division  is  an  imaginary 
entity  in  that  it  consists  of  the  department's  participation  in 
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the  operations  of  the  Statistical  Reporting  Service  of  the 
U.  S.  Department  of  Agriculture  in  Helena.   This  is  a  co- 
operative program  in  which  the  department  provides  several 
people  who  work  with  the  federal  agency  in  preparing  and 
publishing  statistical  information  on  crops,  poultry,  dairy, 
and  livestock  production  in  Montana.   The  department's 
activity  in  this  area  was  not  affected  by  the  Executive 
Reorganization  Act. 

Commercial  Feeds  and  Fertilizer  Division:   This  division  was 
created  by  administrative  action  to  monitor  and  insure  the 
quality  of  feed  and  fertilizer  products  distributed  in  the 
state  by  reviewing  the  labeling  of  these  products  to  determine 
that  legal  requirements  are  met  and  that  label  representations 
are  authentic  as  to  quality  and  content.   To  accomplish  this, 
the  division,  which  is  centered  in  Bozeman,  uses  the  laboratory 
facilities  at  the  agricultural  experiment  station  at  Montana 
State  University  for  the  testing  and  analysis  of  feed  and 
fertilizer  products.   The  operations  of  this  division  were 
also  not  affected  by  the  Executive  Reorganization  Act. 
Dairy  and  Egg  Division:   This  division  was  established  by 
statute  (Section  3-109,  R.C.M.  1947)  to  oversee  the  dairy  and 
egg  industry  of  the  state.   Its  activity  in  the  area  of  dairies, 
which  is  administered  from  Helena,  primarily  encompasses  manu- 
factured dairy  products  such  as  cheese,  butter,  etc.,  as  opposed 
to  fluid  dairy  products  such  as  milk,  which  are  administered  by 
the  Department  of  Livestock.   IL  Is  als<5  responsible  for  ad- 
ministration of  statutes  pertaining  to  poultry  improvement  in 
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conjunction  with  the  Department  of  Livestock  and  the  inspection 
and  grading  of  eggs  offered  for  sale  in  Montana  in  cooperation 
with  the  U.  S.  Department  of  Agriculture.   The  department's 
entire  activity  in  this  area  (dairy,  eggs,  and  poultry)  was 
transferred,  as  a  result  of  the  Executive  Reorganization  Act, 
to  the  Department  of  Livestock  on  November  22,  1971.   Conse- 
quently, the  Department  of  Agriculture  will  no  longer  have 
any  activity  in  the  area  of  dairy,  eggs,  and  poultry. 
Grain  Laboratory  Division:   This  division  was  created  by 
statute  (Section  3-109,  R.C.M.  1947)  and  is  headquartered 
in  Great  Falls  with  responsibilities  over  the  regulation, 
sale,  and  storage  of  grain  and  mustard  seed.   Its  major  role 
is  to  provide  grain  grading,  quality  testing  for  protein  and 
sedimentary  values,  and  certified  weighing  services  for  the 
grain  industry.   The  duties  and  responsibilities  of  this 
division  were  not  affected  by  executive  reorganization. 
Horticultural  Inspection  and  Quarantine  Service  Division: 
This  division  was  established  by  statute  (Section  3-109, 
R.C.M.  1947)  to  administer  and  enforce  state  laws  pertaining 
to  licensing,  regulation,  inspection,  and  quarantine  of 
produce,  nursery  stock,  and  dry  beans.   Although  the  liead- 
quarters  of  this  division  were  in  Missoula  at  the  time  of 
our  audit,  action  to  relocate  the  headquarters  office  in 
Helena  were  underway.   The  department's  activities  in  this 
area  remain  unaffected  by  executive  reorganization. 
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8.  Weights  and  Measures  Division:   This  division  was  created 
by  administrative  action  pursuant  to  law  (Section  90-158, 
R.C.M.  1947).   This  division,  which  is  also  located  in 
Helena,  is  responsible  for  testing  and  licensing  all  weigh- 
ing and  measuring  devices  used  in  trade  within  the  state, 
including  scales  in  retail  stores,  agricultural  scales, 
highway  scales,  and  metering  devices  used  in  the  sale  of 
petroleum  products.   It  is  also  responsible  for  adminis- 
tering laws  relative  to  proper  labeling  of  pre-packaged 
commodities  insofar  as  contents,  origin,  and  quality  are 
concerned.   All  of  the  activities  of  this  division  were 
transferred,  in  accordance  with  the  Executive  Reorganiza- 
tion Act,  to  the  Department  of  Business  Regulation  on 
November  15,  1971.   Consequently,  the  Department  of  Agri- 
culture no  longer  has  any  duties  with  respect  to  weights 
measures. 

9.  Wheat  Research  and  Marketing  Division.   This  division  was 
established  by  statute  to  encourage  and  promote  scientific 
and  practical  research  into  all  phases  of  wheat  culture, 
production,  marketing,  and  use  of  Montana  wheat.   The 
functions  of  this  division  are  vested  in  and  performed 

by  the  Wheat  Research  and  Marketing  Committee  which  exist- 
ence and  membership  of  ten  is  provided  for  and  prescribed 
by  statute  (Section  3-2905,  R.C.M.  1947). 
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ACCOUNTING  SYSTEM  AND  FINANCIAL  STATEMENTS 
Records  and  Reports 

It  is  generally  accepted  that  accounting  exists  for  two  prime  reasons: 
(1)  to  provide  complete  and  accurate  financial  information  in  proper  form 
on  a  timely  basis,  and  (2)  to  exercise  control  over  an  organization's 
functions  in  accordance  with  generally  accepted  principles,  laws,  or  other 
restrictions.   The  accounting  process  usually  entails  a  vast  number  of 
time-tested  and  generally  accepted  concepts,  techniques,  procedures,  and 
reports  which  are  designed  and  implemented  to  clearly  show  that  all  applic- 
able legal  provisions  have  been  complied  with  and  to  fairly  and  fully 
disclose  the  financial  position  and  results  of  financial  operations  of 
the  governmental  unit . 

The  department  does  not  have  a  system  of  general  accounting  and  finan- 
cial reporting  to  adequately  account  for  and  disclose  its  activities.   The 
department  does  not  maintain  a  general  ledger,  the  basic  accounting  record 
of  any  business  or  governmental  unit,  nor  does  it  utilize  the  double  entry 
system  of  accounts,  one  of  the  most  basic  accounting  techniques.   Although 
a  number  of  informal  records  are  kept,  several  classifications  of  assets 
are  not  incorporated  in  the  existing  accounting  system  or  periodic  financial 
reports.   Some  of  these  assets  and  related  dollar  values  are  as  follows: 

(1)  Loans  Receivable  $  873,355 

(2)  Accounts  Receivable  14,917 

(3)  Mineral  Rights  8,064 

(4)  Fixed  Assets  311,944 

(5)  Investments  30,000 

(6)  Inventories  28.360 

Total  '        $1.266,640 
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The  omission  of  these  items  from  financial  reports,  and  other  similar 
weaknesses  in  the  present  system,  result  in  a  failure  to  fully  disclose 
the  activities  of  the  department  and  distort  the  financial  posture  of  the 
department  at  any  given  time. 

Based  upon  previous  recommendations  of  the  Office  of  the  Legislative 
Auditor,  the  Department  of  Administration  is  now  in  the  process  of  develop- 
ing a  standardized  statewide  accounting  system  incorporating  uniform  policies 
and  procedures  for  the  accountability  of  moneys  and  other  assets.   In  con- 
junction with  this  effort,  we  believe  the  department  should  review  its  needs 
for  accounting  information  and  confer  with  the  Department  of  Administration 
to  insure  that  the  needs  and  requirements  of  the  department  are  adequately 
considered  in  the  formation  of  the  statewide  accounting  system. 

RECOMMENDATION 

We  veoorrmend  that  the  department  review  its  needs  and  requirements 
for  information  of  a  unique  fiscal  or  accounting  character  and 
consult  with  the  Department  of  Administration  to  insure  that 
these  unique  needs  and  requirements  are  adequately  considered 
in  the  formation  of  the  statewide  accounting  system. 

Centralized  Accounting  Services 

The  administrative  services  division  of  the  department  serves  as  the 
central  point  for  activities  that  need  centralized  coordination  to  insure 
that  uniform  procedures  are  followed.   One  primary  responsibility  assigned 
to  this  division  is  accounting  for  the  department's  activities.   This 
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duty  includes  claims  audit  and  filing,  appropriation  and  revenue  accounting, 
budget  preparation,  and  preparation  of  periodic  financial  reports. 

The  division  bookkeeper  keeps  detailed  accounting  records,  by  division 
and  appropriation,  for  the  expenditures  of  all  divisions  within  the  depart- 
ment.  However,  cash  receipts  and  revenue  records  are  not  maintained  by  the 
administrative  services  division  bookkeeper,  but  instead,  each  division 
separately  records  and  accounts  for  revenues  received  as  a  result  of  their 
respective  operations.   We  believe  that  accounting  for  both  revenue  and 
expenditures  should  be  done  centrally  by  the  administrative  services  divi- 
sion.  To  the  extent  possible,  the  department  should  also  establish  a 
central  cashier  function,  thereby  relieving  other  divisions  of  the  need 
to  handle  cash  receipts.   Whatever  fiscal  information  is  needed  by  the 
various  divisions  should  be  available  from  the  central  accounting  records 
of  the  administrative  services  division. 

Variances  and  inconsistencies  also  exist  in  the  manner  in  which  basic 
accounting  documents  are  processed  and  filed.   Copies  of  the  official  state 
treasurer's  receipt  are  filed  in  the  administration  office  for  all  divisions 
except  the  dairy  and  egg  division,  weights  and  measures  division,  and  horti- 
culture division.   These  three  divisions  retain  official  treasurer's  re- 
ceipts at  their  offices  and,  as  a  result,  the  basic  information  for  accounting 
entries  is  not  available  to  the  administrative  services  division.   Similarly, 
claims  submitted  by  the  various  divisions  are  processed  for  payment  and 
filed  in  the  administration  office.   In  addition,  however,  the  dairy  and  egg 
and  horticulture  divisions  retain  duplicate  copies  of  claims  which  have  been 
forwarded  to  the  central  office,  while  the  other  divisions,  such  as  weights 
and  measures  and  the  wheat  research  division,  do  not  retain  a  copy  of  claims. 
Discussions  with  divisional  personnel  indicate  that  it  is  not  necessary  for 
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the  various  divisions  to  retain  copies  of  claims  filed.   The  claim  file 
maintained  by  the  administrative  services  division  should  be  adequate  to 
provide  whatever  information  is  needed  by  the  various  divisions. 

The  claim  file  maintained  by  the  administrative  services  division  is 
segregated  by  division  in  chronological  order.   This  method  of  filing  makes 
it  difficult  to  locate  a  particular  claim  unless  it  is  known  beforehand 
which  division  prepared  the  claim.   A  more  practical  method  would  be  to 
file  the  claims  by  claim  number  and  to  record  the  claim  number  in  the 
cash  disbursements  journal.   The  current  method  of  recording  the  warrant 
number,  both  on  the  claim  and  in  the  cash  disbursements  journal,  is  un- 
necessary.  This  information  is  readily  available  by  reference  to  the 
state  controller's  monthly  report  entitled  "list  of  warrants  issued  this 
month"  sent  to  each  state  agency,  which  identifies  agency  claim  numbers 
and  the  numbers  of  the  warrants  issued  to  pay  the  claims. 

The  administrative  services  division  has  copies  of  all  purchase 
orders  initiated  within  the  department  except  for  those  prepared  by  the 
horticulture  and  dairy  and  egg  divisions.   In  order  to  maintain  adequate 
control,  the  administrative  services  division  should  have  the  primary  file 
on  all  purchase  orders  that  are  initiated  and  encumbered  by  the  department. 

Duplicate  record-keeping  is  also  an  area  where  we  believe  some  improve- 
ments should  be  made.   For  example,  the  horticulture  division  maintains 
a  separate  cash  disbursements  journal.   The  source  of  data  for  this  journal 
is  a  photocopy  of  the  disbursement  journal  prepared  by  the  central  office 
bookkeeper.   The  data  is  merely  recopied  onto  a  different  piece  of  paper. 
In  addition  to  this  information,  the  horticulture  division  bookkeeper  also 
records  in  the  cash  disbursements  journal  all  the  information  from  each 
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employee's  payroll  warrant,  such  as  name,  warrant  number,  warrant  amount 
and  each  deduction.   All  of  this  information  is  readily  available  at  the 
administrative  services  division  and  is  sent  to  each  division  by  the  adminis- 
trative services  division  on  a  monthly  basis. 

We  believe  the  administrative  services  division  should  be  the  primary 
point  of  accounting  and  record  maintenance  within  the  department.   The  need 
for  separate  accounting  services  and  duplicate  files  at  the  division  level 
should  be  systematically  evaluated  and  to  the  extent  possible,  these  functions 
centralized  in  the  administrative  services  division. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Evaluate  the  need  for  separate  aaaounting  services  and 
duplicate  files  within  each  division. 

2.  Centralize,    to  the  maximum  extent  possible,   all  accounting 
services,   accounting  records,   and  the  cashiering  function 
within  the  administrative  services  division, 

3.  File  departmental  claims  in  numerical  order  and  discontinue 
recording  warrant  numbers   in  the  cash  disbursements  journal. 

Old  Records 

During  the  course  of  our  examination  we  noted  that  voluminous  old 
and  current  records  are  being  held  by  various  divisions.   Most  of  the 
divisions  have  records  dating  back  to  the  1950 's  in  file  drawers,  store- 
rooms, and  a  vault  in  the  capitol.   The  records  are  transferred  to  the 
different  areas  and  in  some  instances  disposed  of  at  the  will  of  various 
employees.   The  department  has  not  established  any  form  of  a  records 
management  program  to  provide  for  the  microfilming,  retention,  storage. 
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and  disposal  of  records.   Although  various  divisions  have  destroyed  some 
records,  there  is  no  systematic  plan  and,  as  a  result,  voluminous  routine 
records  continue  to  accumulate. 

We  addressed  this  problem  in  our  previous  report  on  the  Department 
of  State  Lands  and  Investments  (June,  1970),  and  have  observed  similar 
situations  in  other  state  agencies.   We  believe  that  if  positive  measures 
are  not  taken,  the  actual  cost  of  storing  and  handling  records  in  the 
department  and  throughout  the  state  will  soon  exceed  the  potential  cost 
of  a  formal  records  management  program.   Section  82-3311,  R.C.M.  1947, 
requires  that  the  state  controller  establish  and  administer  a  records 
management  program.   In  this  regard,  the  Department  of  Administration 
and  the  State  Historical  Society  have  undertaken  a  joint  effort  to  establish 
a  records  management  program.   In  view  of  this,  we  believe  the  department 
should  consult  with  the  directors  of  the  State  Department  of  Administration 
and  Historical  Society  as  to  the  procedures  to  be  followed  in  the  manage- 
ment, storage,  and  disposal  of  departmental  records. 

RECOMMENDATIOl^ 

We  reaommend  that  the  department  consult  with  the  directors  of 
the  State  Department  of  Administration  and  Historical  Society 
as   to  the  procedures  to  be  followed  under  a  records  management 
program. 

CONTROL  OVER  CASH 

Segregation  of  Duties 

Mail  received  for  the  department  offices  located  in  Helena  is  all 
received,  opened,  and  distributed  by  a  secretary  in  the  administrative 
services  division.   The  secretary  opens  the  mail,  groups  it,  and  distri- 
butes it  to  the  appropriate  divisions,  i.e.,  dairy  and  egg,  weights  and 
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measures,  feed  and  fertilizer,  etc.,  except  that  collections  received 
relative  to  fertilizer  activities  are  retained  by  the  secretary  who,  as 
a  part  of  her  duties,  also  functions  as  bookkeeper  for  the  fertilizer 
activities  of  the  department.   In  this  regard,  her  duties  consist  of 
receiving,  depositing,  and  recording  revenues,  issuance  of  licenses, 
and  preparation  of  fertilizer  licenses  and  products  listings.   Inasmuch 
as  the  secretary  is  the  bookkeeper  for  the  fertilizer  activities  and  has 
custody  over  cash  receipts  in  that  area,  internal  control  is  weakened. 

Similar  problems  also  exist  in  the  other  divisions  located  in  Helena. 
For  example,  in  the  dairy  and  egg  division,  which  is  a  two-clerk  office, 
only  one  clerk  is  responsible  for  the  entire  process  of  receiving,  record- 
ing, and  depositing  of  revenues.   At  no  point,  from  initial  receipt  by 
the  administrative  services  division  office  through  the  mail  routing 
to  the  ultimate  deposit  in  the  state  treasury,  is  a  pre-listing  of 
collections  prepared  or  reconciled. 

Basic  internal  control  standards  provide  that  the  receiving  and 
handling  of  cash  be  segregated  from  the  record-keeping  and  reconciling 
process,  and  that  mail  receipts  should  be  recorded  or  logged  at  the  point 
of  receipt.   The  absence  of  these  safeguards  within  the  department  is 
partially  attributable,  in  our  opinion,  to  the  diffusion  of  accounting 
services  among  the  various  divisions  within  the  department. 

RECOMMEWATION 

We  recommend  that  the  department: 

1.     Eealign  the  duties  of  receiving  and  opening  mail  to 
exclude  employees  who  have  access  or  control  over 
fiscal  records. 
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and  disposal  of  records.   Although  various  divisions  have  destroyed  some 
records,  there  is  no  systematic  plan  and,  as  a  result,  voluminous  routine 
records  continue  to  accumulate. 

We  addressed  this  problem  in  our  previous  report  on  the  Department 
of  State  Lands  and  Investments  (June,  1970),  and  have  observed  similar 
situations  in  other  state  agencies.   We  believe  that  if  positive  measures 
are  not  taken,  the  actual  cost  of  storing  and  handling  records  in  the 
department  and  throughout  the  state  will  soon  exceed  the  potential  cost 
of  a  formal  records  management  program.   Section  82-3311,  R.C.M.  1947, 
requires  that  the  state  controller  establish  and  administer  a  records 
management  program.   In  this  regard,  the  Department  of  Administration 
and  the  State  Historical  Society  have  undertaken  a  joint  effort  to  establish 
a  records  management  program.   In  view  of  this,  we  believe  the  department 
should  consult  with  the  directors  of  the  State  Department  of  Administration 
and  Historical  Society  as  to  the  procedures  to  be  followed  in  the  manage- 
ment, storage,  and  disposal  of  departmental  records. 

RECOMMENDATION 

We  recommend  that  the  department  consult  with  the  directors  of 
the  State  Department  of  Administration  and  Historical  Society 
as  to  the  procedures  to  be  followed  under  a  records  management 
program. 
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Mail  received  for  the  department  offices  located  in  Helena  is  all 
received,  opened,  and  distributed  by  a  secretary  in  the  administrative 
services  division.   The  secretary  opens  the  mail,  groups  it,  and  distri- 
butes it  to  the  appropriate  divisions,  i.e.,  dairy  and  egg,  weights  and 
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measures,  feed  and  fertilizer,  etc.,  except  that  collections  received 
relative  to  fertilizer  activities  are  retained  by  the  secretary  who,  as 
a  part  of  her  duties,  also  functions  as  bookkeeper  for  the  fertilizer 
activities  of  the  department.   In  this  regard,  her  duties  consist  of 
receiving,  depositing,  and  recording  revenues,  issuance  of  licenses, 
and  preparation  of  fertilizer  licenses  and  products  listings.   Inasmuch 
as  the  secretary  is  the  bookkeeper  for  the  fertilizer  activities  and  has 
custody  over  cash  receipts  in  that  area,  internal  control  is  weakened. 

Similar  problems  also  exist  in  the  other  divisions  located  in  Helena. 
For  example,  in  the  dairy  and  egg  division,  which  is  a  two-clerk  office, 
only  one  clerk  is  responsible  for  the  entire  process  of  receiving,  record- 
ing, and  depositing  of  revenues.   At  no  point,  from  initial  receipt  by 
the  administrative  services  division  office  through  the  mail  routing 
to  the  ultimate  deposit  in  the  state  treasury,  is  a  pre-listing  of 
collections  prepared  or  reconciled. 

Basic  internal  control  standards  provide  that  the  receiving  and 
handling  of  cash  be  segregated  from  the  record-keeping  and  reconciling 
process,  and  that  mail  receipts  should  be  recorded  or  logged  at  the  point 
of  receipt.   The  absence  of  these  safeguards  within  the  department  is 
partially  attributable,  in  our  opinion,  to  the  diffusion  of  accounting 
services  among  the  various  divisions  within  the  department. 

RECOmENDATION 

We  reoommend  that  the  department: 

1.     Realign  the  duties  of  receiving  and  opening  mail  to 

exclude  employees  who  have  access  or  control  over 

fiscal  records. 
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and  disposal  of  records.   Although  various  divisions  have  destroyed  some 
records,  there  is  no  systematic  plan  and,  as  a  result,  voluminous  routine 
records  continue  to  accumulate. 

We  addressed  this  problem  in  our  previous  report  on  the  Department 
of  State  Lands  and  Investments  (June,  1970),  and  have  observed  similar 
situations  in  other  state  agencies.   We  believe  that  if  positive  measures 
are  not  taken,  the  actual  cost  of  storing  and  handling  records  in  the 
department  and  throughout  the  state  will  soon  exceed  the  potential  cost 
of  a  formal  records  management  program.   Section  82-3311,  R.C.M.  1947, 
requires  that  the  state  controller  establish  and  administer  a  records 
management  program.   In  this  regard,  the  Department  of  Administration 
and  the  State  Historical  Society  have  undertaken  a  joint  effort  to  establish 
a  records  management  program.   In  view  of  this,  we  believe  the  department 
should  consult  with  the  directors  of  the  State  Department  of  Administration 
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measures,  feed  and  fertilizer,  etc.,  except  that  collections  received 
relative  to  fertilizer  activities  are  retained  by  the  secretary  who,  as 
a  part  of  her  duties,  also  functions  as  bookkeeper  for  the  fertilizer 
activities  of  the  department.   In  this  regard,  her  duties  consist  of 
receiving,  depositing,  and  recording  revenues,  issuance  of  licenses, 
and  preparation  of  fertilizer  licenses  and  products  listings.   Inasmuch 
as  the  secretary  is  the  bookkeeper  for  the  fertilizer  activities  and  has 
custody  over  cash  receipts  in  that  area,  internal  control  is  weakened. 

Similar  problems  also  exist  in  the  other  divisions  located  in  Helena. 
For  example,  in  the  dairy  and  egg  division,  which  is  a  two-clerk  office, 
only  one  clerk  is  responsible  for  the  entire  process  of  receiving,  record- 
ing, and  depositing  of  revenues.   At  no  point,  from  initial  receipt  by 
the  administrative  services  division  office  through  the  mail  routing 
to  the  ultimate  deposit  in  the  state  treasury,  is  a  pre-listing  of 
collections  prepared  or  reconciled. 

Basic  internal  control  standards  provide  that  the  receiving  and 
handling  of  cash  be  segregated  from  the  record-keeping  and  reconciling 
process,  and  that  mail  receipts  should  be  recorded  or  logged  at  the  point 
of  receipt.   The  absence  of  these  safeguards  within  the  department  is 
partially  attributable,  in  our  opinion,  to  the  diffusion  of  accounting 
services  among  the  various  divisions  within  the  department. 

RECOMMENDATION 

We  recorrmend  that  the  department: 

1.     Realign  the  duties  of  receiving  and  opening  mail  to 

exclude  employees  who  have  access  or  control  over 

fiscal  records. 
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2.  Initiate  a  prooess  whereby  all  mail  receipts  are 

reoorded  or  logged  at  the  point  of  receipt. 
2.      Periodically  review  and^reconcile  mail  receipts 

to  the  final  deposit  in  the  state  treasury. 

Transmittal  of  Collections  by  Personal  Check 

Inspectors  from  various  department  divisions  frequently  collect  moneys 
(checks  and  cash)  for  inspections  and  other  services  while  working  out  of 
their  offices.   Because  of  this  it  is  necessary  for  the  money  to  be  trans- 
mitted in  some  manner  for  deposit  in  the  state  treasury. 

Inspectors  from  the  dairy  and  egg  division  receive  moneys  for  the 
sale  of  egg  seals  and  licenses.   When  cash  (as  opposed  to  checks)  is 
received,  it  is  transmitted  to  the  division  office  by  means  of  a  personal 
check  of  the  inspector.   Inspectors  from  the  weights  and  measures  division 
also  receive  money  for  inspections  performed.   In  these  instances,  however, 
cash  is  received  and  is  transmitted  by  money  order  to  the  division  office. 
Similarly,  inspectors  from  the  horticulture  division  also  receive  money 
for  inspections  performed.   Horticulture  inspectors  also  transmitted  cash 
received  by  personal  check  until  recently  when  this  procedure  was  changed 
to  have  payment  sent  directly  to  the  division  headquarters  in  Missoula. 
Nevertheless,  other  inspectors  continue  to  transmit  collections  via  their 
personal  checks. 

Cash  received  by  state  personnel  in  the  performance  of  assigned  duties 
is  state  property.   We  believe  it  is  a  poor  business  practice  to  deposit 
such  moneys  to  a  personal  account.   We  believe  that  cash  should  be  deposited 
directly  to  state  treasurer  accounts  in  various  banks  since  the  state 
treasurer  has  accounts  in  at  least  one  bank  in  most  cities  and  towns  around 
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the  state.   Because  of  this,  the  inspectors  could  deposit  collections 
directly  into  treasury  accounts  on  a  daily  or  frequent  basis,  depending 
upon  where  they  are  situated.   If  this  were  done,  inspectors  would  not 
need  to  write  personal  checks  or  purchase  money  orders. 

RECOMMENDATION 

We  vecorrmend  that  the  department  consult  with  the  state  treasuvev 
to  ascertain  the  forms  and  procedures  necessary  to  deposit 
directly  into  state  treasury  accounts  in  outlying  banks. 

Restrictive  Endorsements  on  Checks  Received 

Various  divisions  of  the  department  do  not  place  restrictive  endorse- 
ments on  checks  upon  their  receipt.   Restrictive  endorsements  are  not 
placed  on  checks  until  such  time  as  the  deposit  ticket  is  prepared,  a 
period  which  may  vary  from  one  day  to  a  month.   We  noted,  for  example, 
that  on  June  11,  1971,  checks  totaling  $3,660  were  on  hand  but  not  re- 
strictively  endorsed  in  the  administrative  services  division  office. 

Control  would  be  improved  if  restrictive  endorsements  were  placed 
on  all  checks  at  the  time  of  their  receipt.   Since  we  have  commented  on 
the  absence  of  this  practice  in  other  agencies,  the  Department  of  Adminis- 
tration is  preparing  guidance  for  agencies  in  this  area.   Until  such 
guidance  is  forthcoming,  we  believe  the  department  should  require  the 
restrictive  endorsement  of  all  checks  upon  receipt. 

RECOMMENDATION 

We  reoornmend  that  the  department  establish  a  standard  procedure 

of  placing  a  restrictive  endorsement  on  all  checks  immediately 

upon  receipt. 
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Time  Lag  in  Depositing  Receipts 

Cash  received  in  the  mail  is  usually  held,  before  deposit  into  the 
state  treasury,  for  a  period  ranging  from  several  days  to  one  month. 

Section  79-306,  R.CM.  1947,  requires  that  all  agencies  and  depart- 
ments located  at  the  capitol  deposit  all  moneys  with  the  state  treasurer 
daily,  and  that  agencies  not  located  at  the  capitol  shall  deposit  all 
moneys  daily  in  banks  and  accounts  designated  by  the  state  treasurer. 

Receipts  for  commercial  feed  registrations  are  received  at  the  grain 
lab  in  Bozeman  where,  upon  approval  of  the  application,  the  revenue  is 
transmitted  to  Helena  and  deposited.   Analysis  of  these  collections  dis- 
closed that  the  time  lag  from  initial  receipt  to  final  deposit  ranges 
from  a  few  days  up  to  two  weeks.   For  example,  receipts  of  December  18, 
1970,  ($90)  were  not  deposited  until  January  8,  1971,  while  in  another 
instance,  receipts  of  January  8,  1971  ($990)  were  not  deposited  until 
January  20,  1971. 

On  the  other  hand,  receipts  for  sample  analyses  performed  by  the 
grain  lab  in  Great  Falls  are  deposited  only  on  a  monthly  basis.   These  deposits 
for  fiscal  year  1970-71  ranged  from  $9,834  to  $30,961.   Discussions  with 
division  personnel  indicated  that  these  deposits  require  a  great  deal  of 
time  to  prepare  and  more  frequent  deposits  would  put  a  strain  on  an  already 
busy  schedule  and  that  the  bank  personnel  are  not  familiar  with  the  manner 
in  whicli  state  deposits  are  made.   We  do  not  believe  tlicse  reasons  are 
sulT  Ic  I  fill  lo  delay  l\\v    (lc|)<)Mlt  of  col  led  ions.   Dcpos  I  I  s  ni.idc  Lo  I  he 
state  treasurer's  bank  account  can  be  accomplished  through  coded  deposit 
tickets,  in  the  same  manner  as  any  other  accounts.   Once  such  a  system  is 
set  up,  the  depositing  procedures  should  become  routine  as  it  is  for  other 
state  agencies  presently  using  this  process. 


-17- 


Similarly,  receipts  received  by  the  wheat  research  and  marketing 
division  in  Great  Falls  are  usually  made  on  a  weekly  basis.  In  this 
connection,  the  deposits  for  fiscal  year  1970-71  ranged  from  $400  to 
$4,100.  Reasons  given  by  division  personnel  for  infrequent  deposits 
were  that  it  was  easier  to  do  weekly  and  convenience  of  preparation. 
We  do  not  believe  that  these  are  valid  reasons  for  not  making  timely 
deposits,  especially  in  view  of  the  fact  that  this  division's  office  is 
located  in  the  same  building  with  the  bank  where  the  deposit  is  made. 

The  delay  in  depositing  receipts  also  creates  a  problem  of  revenue 
recognition  in  the  sense  that  it  does  not  allow  the  records  or  financial 
statements  to  accurately  reflect  department  collections  or  cash  on  hand 
at  any  given  time,  as  illustrated  by  the  following  example.   Collections 
of  $3,525  received  on  loans  receivable  on  June  26,  1970,  were  not  deposited 
in  the  state  treasury  until  July  16,  1970,  a  different  fiscal  year.   Simi- 
larly, $1,575  in  collections  from  the  sale  of  grain  dealer  and  public 
warehouseman  licenses  during  the  period  May  17,  1971  to  June  8,  1971,  were 
not  deposited  until  July  1,  1971. 

More  frequent  deposit  of  collections  as  required  by  law  would  serve 
to  overcome  these  problems  and,  in  addition,  would  facilitate  the  prompt 
investment  of  all  state  moneys.  Consequently,  we  believe  more  frequent, 
if  not  daily,  deposits  should  be  made  by  all  locations  within  the  department. 

RECOMMENDATION 

Vic  vcaunmend  Lhcit    the  ilcpar'Urn'nt  r'ccjui.ve  move  frcijurni  or  <laitij 
iiapoisiL  uj'  all  auLlactiont;  i.)i,Lh   iha  state    tx'ear.nfet'  or,    ij' 
applicable^    to  state  treasurer  aaaounts  in  outlying  banks. 
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Depositing  Procedures 

In  analyzing  the  handling  of  revenues  by  the  department,  we  observed 
several  procedures  which  we  believe  could  be  improved.   For  the  most  part 
these  procedures  pertain  to  the  manner  in  which  money  collected  by  the 
various  divisions  is  deposited  in  the  state  treasury. 

The  weights  and  measures  division  collects  fees  as  a  result  of  its 
services  in  calibrating  and  testing  weighing  devices  and  petroleum  dis- 
pensing units  such  as  gasoline  pumps.   The  receipts  from  these  sources  are 
all  deposited  to  the  General  Fund.   In  making  the  deposit,  the  division 
prepares  two  separate  deposit  documents  (temporary  treasurer  receipts) , 
one  for  receipts  derived  from  the  inspection  and  testing  of  petroleum 
devices  and  the  other  for  receipts  derived  from  the  inspection  and  testing 
of  weighing  devices.   We  were  informed  that  two  separate  deposit  documents 
were  prepared  solely  to  facilitate  subsequent  identification  of  revenues, 
even  though  all  revenues  are  deposited  to  the  General  Fund.   Since  all  of 
the  moneys  are  deposited  to  the  same  fund,  and  an  official  treasurer's 
receipt  must  be  prepared  for  each  temporary  receipt,  thereby  resulting  in 
extra  paperwork,  we  do  not  believe  the  practice  of  preparing  separate  deposit 
documents  is  warranted.   Sufficient  revenue  identification  can  be  attained 
by  the  preparation  of  a  single  deposit  document  for  each  deposit  upon  which 
the  total  amount  of  revenue  from  various  sources  is  recapped. 

In  preparing  deposit  documents,  the  weights  and  measures  division  lists 
the  checks  for  deposit  in  the  name  of  the  person  drawing  the  check,  whereas 
in  the  cash  receipts  records  the  same  check  is  recorded  in  a  company's  name. 
This  procedure  makes  it  difficult  for  department  personnel  to  locate  informa- 
tion if  questions  or  discrepancies  arise.   We  believe  that  a  means  of  relating 
the  accounting  records  to  the  deposit  documents  should  be  preserved.   In  this 
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regard,  the  stock  deposit  forms  provided  by  the  state  treasurer  provide 
enough  space  to  list  checks  by  company  name,  which  should  be  sufficient 
to  identify  the  source  of  collections. 

Finally,  we  noted  that  the  deposit  tickets  prepared  by  the  dairy  and 
egg  division  reflect  all  receipts  in  descending  order  by  amount.   Insofar 
as  we  could  determine,  there  is  no  meaningful  reason  for  this  practice 
which  Is  time-consuming  and  unnecessary.   As  long  as  all  amounts  are  listed 
accurately,  there  is  no  need  for  tlie  amounts  to  be  in  any  special  order. 

RECOMMENDATION 

We  reoorrmend  that  the  department  revise  its  depositing  procedures 
so  that: 

1.  A  single  deposit  doovment  is  prepared  for  each  deposit. 

2.  Meaningless  and  time-consuming  practices,    such  as 
listing  receipts  in  descending  order  of  amount  and 
recording  of  both  payor  and  company,   oj'e  discontinued. 

Use  of  Clearance  Account 

During  the  course  of  our  examination,  we  observed  several  instances 
where  use  of  a  state  treasury  clearance  account  would  have  facilitated  the 
immediate  deposit  and  proper  recognition  and  control  of  revenue. 

Occasionally,  offices  within  the  department  collect  fees  which  are 
in  excess  of  or  less  than  the  correct  amount  due.   In  those  instances  where 
the  amount  is  inadequate,  it  has  been  a  practice  to  withhold  the  amount 
from  deposit  in  the  treasury  until  the  remainder  has  been  collected.   In 
those  instances  where  an  excessive  amount  has  been  collected,  the  usual 
practice  has  been  to  deposit  the  entire  amount  in  the  treasury  and  obtain 
a  treasurer's  check  for  the  excess  amount,  which  is  sent  to  the  remitter. 
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For  example,  in  September,  1970,  the  dairy  and  egg  division  refunded  $50 
by  treasurer's  check  for  amounts  collected  in  error  while  similar  trans- 
actions were  noted  in  the  feed  and  fertilizer  division  ($4A8)  and  the 
weights  and  measures  division  ($230) . 

Handling  of  refunds  by  treasurer's  check  precludes  the  recording  of 
the  transaction  in  the  state's  central  accounting  system  and  results  in 
less  than  full  disclosure  of  what  has  taken  place.   The  use  of  a  state 
treasury  clearance  account  into  which  all  questionable  collections  could 
be  deposited  immediately  upon  receipt  would  facilitate  control,  recording, 
and  disclosure  of  collections  requiring  refunds  or  other  action.   Under 
these  circumstances,  the  claim/warrant  process  would  be  used  to  make  refunds, 
thereby  providing  for  proper  accounting  recognition. 

The  need  for  a  clearance  account  is  also  evidenced  by  the  fact  that 
offices  within  the  department  receive  amounts,  the  origin,  purpose,  or 
disposition  of  which  is  uncertain  at  the  time  of  receipt.   In  the  past  it 
has  been  a  practice  within  the  department  to  withhold  the  amount  from 
deposit  until  its  purpose  or  disposition  has  been  clarified.   For  example, 
in  August,  1971,  the  feed  and  fertilizer  division  received  a  check  of  $10,788 
from  a  fertilizer  company.   The  documents  necessary  to  identify  the  type 
of  revenue  represented  by  the  check  and  properly  distribute  it  did  not 
accompany  the  check,  consequently  the  check  was  held  in  the  office  safe 
until  the  necessary  documentation  was  received.   If  a  clearance  account 
was  being  used,  the  $10,788  amount  could  have  been  immediately  deposited 
subject  to  subsequent  distribution  to  the  proper  account.   This  would  have 
provided  for  not  only  better  physical  control  over  the  money,  but  would 
have  provided  for  more  prompt  use  of  the  money  as  a  part  of  treasury  cash 
system. 
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Based  on  our  comments  and  suggestions  at  the  time  of  the  foregoing 
transaction,  the  department  requested  the  Department  of  Administration  to 
establish  a  clearance  account  for  use  by  the  feed  and  fertilizer  division. 
This  account  was  established  during  the  period  of  our  audit. 

We  believe  the  department  should  seek  authorization  from  the  state 
Department  of  Administration  to  expand  use  of  the  clearance  account  to 
cover  any  departmental  collections  which  cannot  properly  be  deposited  to 
the  appropriate  fund.   Upon  receiving  this  authorization,  we  believe  all 
collections  within  the  department  which  are  uncertain  as  to  disposition 
or  purpose  at  the  time  of  their  receipt  should  be  processed  through  the 
clearance  account. 

RECOMMENDATION 

We  reoorrmend  that  the  department: 

1.  Seek  authorization  from  the  Department  of  Administration 
to  expand  use  of  the  feed  and  fertilizer  clearance  account. 

2.  Deposit  all  departmental  collections  for  which  disposition 
is  uncertain  in  the  clearance  account  pending  determination 
of  final  disposition. 

Cash  Change  Funds 

Our  examination  of  revenue  disclosed  that  two  divisions  within  the 
department  had  cash  change  funds  which  were  not  recorded  in  the  depart- 
mental accounting  records  and  for  which  no  formal  authorization  could  be 
found.  Although  the  amounts  in  these  funds  appear  to  remain  relatively 
insignificant  (approximately  $7  in  the  weights  and  measures  division  and 
$77  in  the  dairy  and  egg  division) ,  the  retention  of  this  money  outside 
of  the  state  treasury  has  not  been  properly  authorized. 
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Section  79-602,  R.C.M.  1947,  vests  the  state  controller  with  the 
responsibility  for  authorizing  the  use  by  state  agencies  of  cash  held 
outside  of  the  state  treasury.   These  moneys,  which  are  termed  contingent 
revolving  advances,  are  specifically  intended  to  meet  immediate  cash 
needs  and  are  designed  to  provide  proper  recognition  of  cash  transactions. 

RECOMMEmATION 

Vie  recommend  that  the  department: 

1.  Deposit  the  cash  presently  held  by  the  weights  and 
measures  and  dairy  and  egg  divisions  into  the  state 
treasury . 

2.  Evaluate  the  need  for  a  cash  fund  and^  if  such  is 
needed,  seek  authorization  from  the  Department  of 
Administration  for  a  contingent  revolving  advance. 

ACCOUNTS  RECEIVABLE 

Our  review  disclosed  that  in  some  instances,  fees  for  services  pro- 
vided by  the  department  are  not  collected  immediately  but  rather  are  billed 
to  the  customers  on  a  monthly  basis. 

Our  review  of  the  amounts  billed  but  uncollected  indicated  that  several 
of  the  amounts  represented  charges  that  have  been  uncollected  for  some  time. 
For  example,  the  weights  and  measures  division  receivable  balance  at  June  30, 
1971,  of  $3,039  included  $1,005  in  charges  that  had  been  outstanding  for 
over  ninety  days.   Of  this  amount,  $741  was  over  one  year  old.   Division 
personnel  indicated  that  collection  efforts  were  made  but  that  some  of  the 
debtors  had  gone  bankrupt.   At  one  time,  according  to  division  personnel, 
some  amounts  were  written  off  or  canceled  on  advice  of  the  state  controller. 
Recently,  however,  no  amounts  have  been  written  off. 
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We  believe  that  if  the  collection  methods  of  the  department  fail  to 
produce  tangible  results,  the  department  should  consult  with  the  Department 
of  Administration  as  to  the  procedures  necessary  to  collect,  cancel,  or 
write  off  long  overdue  uncollected  amounts  pursuant  to  Chapter  68,  Laws 
of  1971. 

RECOMMENDATIOtI 

We  recommend  that  the  department  consult  with  the  Department 
of  Administration  as  to  the  procedures  necessary  to  collect, 
caneely   or  write  off  amounts  for  which  collection  efforts 
have  been  unsuccessful. 

EXPENDITURES 

Cost  Allocation  and  Reimbursement 

The  department  does  not  have  a  system  of  cost  allocation  and  reimburse- 
ment.  Funds  for  the  operation  of  the  various  divisions  within  the  depart- 
ment are  appropriated  from  several  sources,  including  the  General  Fund, 
Earmarked  Revenue  Fund,  Federal  and  Private  Revenue  Fund,  and  the  Revolving 
Fund.   All  divisions  within  the  department  are,  either  directly  or  indirectly, 
the  recipient  of  services  provided  by  at  least  one  other  division,  yet  no 
system  of  allocating  the  cost  of  these  services  has  been  used.   Consequently, 
the  costs  reflected  by  division  in  the  various  programs  of  the  department 
may  not  be  the  actual  cost  of  carrying  out  that  program.   This  is  illustrated 
by  the  following  examples: 

The  feed  and  fertilizer  division  shares  space  at  two  locations  -  the 
accounting  and  licensing  function  is  performed  by  the  administrative  services 
division  in  Helena  and  the  sample  analysis  is  performed  at  the  laboratory 
located  on  the  Montana  State  University  campus  in  Bozeman.   At  MSU  the 
division  shares  office  space,  laboratory  space,  equipment,  secretary,  four 
lab  technicians,  and  a  supervisor  with  the  agriculture  experiment  station. 
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The  building,  utilities,  and  secretary  are  supplied  by  the  station  while 
the  equipment  is  supplied  jointly.   The  lab  technicians'  salaries  are  paid 
by  both  units  on  a  share  basis,  as  follows:   1-1/2  by  the  station  and  2-1/2 
by  the  division.   The  supervisor's  salary  is  paid  by  the  division. 

We  were  advised  that  there  has  been  no  attempt  to  actually  identify 
or  assign  costs  for  services  as  they  pertain  to  each  unit.   The  division 
was  unable  to  demonstrate  that  each  unit  was  contributing  financing  on  a 
50-50  basis,  primarily  because  records  are  not  maintained  to  account  for 
and  allocate  costs  in  such  a  manner.   However,  our  brief  analysis  of  the 
lab  services  indicates  that  31  percent  of  the  samples  analyzed  and  57 
percent  of  the  lab  time  was  spent  on  department  assignments  as  opposed 
to  routine  station  work.   Since  we  did  not  evaluate  the  total  operating 
costs  of  the  laboratory,  however,  we  do  not  know  the  extent  to  which  each 
unit's  contribution  of  financial  support  is  in  proportion  to  the  services 
received.   A  system  of  cost  identification  and  allocation  would  provide 
this  type  of  information  and  would  provide  for  a  basis  of  equitable  dis- 
tribution of  costs  between  the  division,  which  is  financed  by  the  Earmarked 
Revenue  Fund,  and  the  station,  which  is  financed  primarily  by  a  general  fund 
appropriation. 

The  absence  of  a  cost  identification  and  allocation  system  is  also 
exemplified  by  the  following  situation.   Inspections  and  sample  gathering 
at  the  grain  lab  and  feed/fertilizer  division  are  performed  by  two  inspectors, 
One  inspector's  salary  and  expenses  are  paid  by  the  feed/fertilizer  division 
which  is  financed  by  appropriations  from  the  Earmarked  Revenue  Fund.   The 
other  inspector's  salary  and  expenses  are  paid  by  the  administrative 
services  division  which  is  financed  by  appropriations  from  the  General  Fund. 
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In  addition,  other  personnel  of  the  administrative  services  division  spend 
varying  amounts  of  time  on  f eed/fert lilzer  and  grain  lab  maLLurs.   Novor- 
theless,  no  attempt  has  been  made  to  identify  the  extent  to  which  the 
administrative  services  division  benefits  the  feed  and  fertilizer  division 
and  grain  lab,  even  though  all  three  of  these  activities  are  financed  from 
different  sources. 

The  failure  to  properly  identify  and  allocate  administrative  and  other 
costs  between  divisions  has  also  deprived  the  department  of  a  basis  for 
seeking  reimbursement  of  administrative  costs  associated  with  the  Montana 
rural  rehabilitation  loan  program  which  is  described  in  a  following  section 
of  this  report.   In  conjunction  with  this  program,  a  system  of  cost  identi- 
fication and  allocation  would  have  provided  a  basis  for  reimbursement  of 
administrative  costs  allowable  by  the  federal  government  under  the  Montana 
rural  rehabilitation  program. 

We  believe  that  the  department  should  have  a  system  whereby  depart- 
mental costs  are  identified  and  allocated  to  the  benefitting  divisions 
within  the  department. 

RECOMMEWATION 

We  veaommend  that  the  department  devise  and  implement  the 
procedureii  neacasayy   to  ideniij'ij  and  alloaal.c-  aoatis   to   Lhr 
appropriate  source  of  financing  based  upon   the  program 
benefitting  from  the  costs. 
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Postage 

During  the  course  of  our  examinations  of  various  state  agencies  we 
have  observed  a  practice  which  appears  to  be  no  longer  warranted.   All 
postage  stamps  used  by  state  agencies  are  required,  by  practice  and  tradi- 
tion, to  be  perforated  with  the  letter  "M"  prior  to  use  by  state  agencies. 
The  perforation  of  these  stamps  is  accomplished  by  the  capitol  post  office, 
which  utilizes  a  hand  press  type  of  device  to  perforate  the  stamps.   The 
use  and  requirement  for  perforated  stamps  was  apparently  commenced  years 
ago  as  a  measure  of  internal  control  to  prevent  unauthorized  use  of  state 
purchased  postage.   Although  it  may  have  been  meaningful  then,  we  believe 
the  advance  of  other  controls  with  state  agencies  such  as  accountability, 
budget  limitations,  postage  machines,  etc.,  has  obviated  the  need  for 
perforated  postage  stamps.   The  obviousness  of  this  aspect  is  further 
illustrated  by  the  fact  that  no  one,  insofar  as  we  could  determine,  ex- 
amines mail  to  assure  that  perforated  stamps  are  used  only  on  office  mail. 

Aside  from  the  foregoing,  the  requirement  that  postage  be  perforated 
also  results  in  unnecessary  costs.   We  found,  for  example,  that  various 
divisions  within  the  department  and  other  state  agencies  which  are  outside 
of  Helena,  buy  their  stamps  locally  and  mail  them  to  the  capitol  for  per- 
foration, after  which  they  are  mailed  back.   We  also  were  advised  that  the 
mechanical  device  presently  in  use  to  perforate  stamps  will  need  replacement 
soon  and  that  a  new  device  will  cost  in  excess  of  $2,000. 

In  view  of  the  meaningless  nature  of  the  requirement  that  stamps  be 
perforated,  the  cost  associated  with  perforation,  and  the  anticipated  cost 
of  a  new  perforation  machine,  we  believe  the  practice  of  perforating  stamps 
should  be  discontinued. 
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RECOMMENDATION 

We  recommend  that   the  State  Department  of  Acbninistration  disaontuiuc 
the  requirement   that  state  poistage  i^ tamps  hf  pcrJ'oraLi'iL 

Office  Leases 

During  our  review  of  the  horticulture  division  we  noted  that  no  formal 
rental  agreements  existed  for  private  office  space  located  in  buildings 
outside  of  the  capitol  complex.   The  main  office  of  the  horticulture  division 
is  located  in  a  private  building  in  Missoula,  as  are  the  division's  offices 
in  Butte  and  Billings.   The  inspectors  in  Great  Falls  use  space  provided 
by  the  grain  laboratory  division  of  the  department,  while  inspectors  in 
other  towns  except  Missoula,  Butte,  and  Billings,  work  out  of  their  homes. 

We  believe  it  is  a  poor  business  practice,  both  for  the  lessor  and 
the  lessee,  not  to  have  written  lease  agreements.   A  lease  offers  protection 
for  both  parties  against  rent  increases,  sets  responsibilities  as  to  mainten- 
ance, utilities,  improvements,  etc.,  and  most  of  all,  establishes  the 
business  relationship  in  writing. 

Prior  to  establishing  written  lease  agreements,  we  believe  the  depart- 
ment should  consider  the  modification  of  its  office  arrangements  in  those 
cities  where  private  office  space  is  presently  leased.   The  annual  costs 
affiliated  with  the  rental  of  space  for  the  horticulture  division  are  as 
follows:   (1)  Butte,  $360;  (2)  Billings,  $480;  and  (3)  Missoula,  $1,800. 

We  were  informed  that  tlie  main  offices  of  the  horticulture  division 
in  Missoula  will  soon  be  moved  to  a  state  building  in  Helena,   In  conjunction 
with  this  relocation,  we  believe  the  department  should  reconsider  the  need 
for  private  office  space  in  Butte,  Billings,  Missoula,  and  other  cities 
where  departmental  functions  are  located.   In  this  connection,  we  believe 
the  department  inspectors  in  those  cities  could,  if  they  need  office  space. 
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relocate  into  state-owned  facilities  used  by  other  departmental  functions 
or  state  agencies. 

RECOMMENDATION 

We  reeormend  that  the  department: 

1.  Reconsider  the  need  for  the  rental  of  private  office 

space . 

2.  Establish  written  agreements  for  the   lease  or  rental 
of  privately  owned  office  space. 

Pro  Rata  Plan  Charges 

Various  provisions  of  the  law  require  the  department  to  deposit  a 
certain  percentage  of  division  collections  in  the  General  Fund.   For 
example,  1%  of  wheat  research  and  marketing  assessments,  and  5%  of  grain 
service  fees  are  required  to  be  deposited  in  the  General  Fund.   The  re- 
quirements for  this  action  are  expressed  in  Section  3-2917  (enacted  in 
1967)  and  Section  3-233  (enacted  in  1957),  R.C.M.  1947.   Pursuant  to  these 
requirements  the  department  has  deposited  the  applicable  amount  to  the 
General  Fund.   For  example,  during  fiscal  year  1970-71,  the  wheat  research 
and  marketing  division  deposited  $812  and  the  grain  laboratory  division 

deposited  $11,459. 

In  1969,  the  Legislative  Assembly  enacted  the  Pro  Rata  Plan  (Chapter 
11,  Laws  of  1969)  which  applies  to  all  agencies  that  operate  from  non- 
general  fund  moneys.   The  intent  of  the  pro  rata  plan  is  to  provide  the 
General  Fund  with  reimbursement  of  the  costs  of  central  administrative 
services  provided  to  state  agencies  which  operate  in  total  or  part  through 
non-general  fund  moneys.   The  charges  under  the  pro  rata  plan  are  based 
upon  uniform  criteria  which  are  related  to  the  actual  services  provided 
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by  the  central  administrative  agencies.   In  contrast,  the  percentages 
established  by  Sections  3-233  and  3-2917,  R.C.M.  1947,  are  arbitrary  and 
are  not  directly  related  to  benefits  derived. 

Because  the  pro  rata  plan  applies  to  the  department  as  well  as  other 
agencies,  pro  rata  charges  of  $8,061  were  assessed  the  department  in  fiscal 
year  1969-70,  and  $7,220  in  fiscal  year  1970-71.   Since  the  department  had 
already  paid  $11,602  in  1969-70  and  $12,271  in  1970-71,  pursuant  to  the 
foregoing  statutes,  the  department  requested  and  was  granted  a  reduction 
in  the  pro  rata  assessment  for  1969-70  and  an  elimination  of  the  assess- 
ment in  1970-71.   The  State  Board  of  Review  granted  this  reduction  to 
eliminate  the  apparent  duplication  of  charges  to  the  department  with  respect 
to  the  grain  laboratory  and  the  wheat  research  and  marketing  division  and 
to  give  the  department  credit  for  payments  already  made  to  the  General 
Fund. 

Although  the  department's  payments  to  the  General  Fund  would  have 
been  significantly  less  under  pro  rata  than  it  was  under  Sections  3-233 
and  3-2917,  R.C.M.  1947,  we  believe  the  charges  under  pro  rata  are  more 
equitable  and  realistic  in  terms  of  services  provided;  i.e.,  they  are 
based  upon  actual  services  rather  than  arbitrary  percentages.   Further- 
more, payment  of  pro  rata  charges  by  the  department  would  provide  a 
greater  degree  of  consistency  and  uniformity  among  state  agencies. 

RECOMMENDATION 

We  reaomnend  that   the  department  propose   legislation  at  the  next 
opportunity  to  repeal  the   language  in  Sections  3-23S  and  3-2917 ^ 
R.C.M.   1947,   relating  to  deposit  of  fees  in  the  General  Fund. 
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TRAVEL  CLAIMS 

Members  of  the  wheat  research  and  marketing  committee  file  claims 
for  reimbursement  of  travel  expenses  for  several  meetings  at  one  time 
rather  than  more  frequently,  such  as  once  a  month.   Consequently,  ex- 
pense claims  may  encompass  up  to  six  or  more  months.   Analysis  of  some 
of  these  claims  revealed  that  because  of  the  practice  of  delaying  the 
filing  of  travel  claims,  expenses  for  one  fiscal  year  were  paid  in  the 
following  year.   In  one  instance,  for  example,  a  committee  member  was 
paid  $431  in  February,  1971,  for  meetings  which  took  place  in  January, 
March,  July,  and  October,  1970,  and  January,  1971.   Of  the  $431  paid, 
$178  was  attributable  to  fiscal  year  1969-70. 

In  the  interest  of  prompt  recognition  of  expenditures  and  proper 
classification  of  expenses,  we  believe  claims  for  reimbursement  of  travel 
expenses  should  be  submitted  and  paid  monthly.   This  would  not  only  assure 
proper  and  prompt  recognition  of  travel  expenditures,  but  would  also  re- 
sult in  expeditious  reimbursement  to  committee  members  for  personal 
expenses  on  state  business. 

RECOMMENDATION 

We  recommend  that  the  department  require   the  submission  of  claims 
for  reimbursement  of  travel  expenses  on  a  monthly  basis. 
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PART-TIME  AND  TEMPORARY  EMPLOYEES 

Our  examination  of  department  payroll  records  disclosed  inconsistem- ios 
in  the  method  of  granting  employee  benefits  (sick,  and  vacation  leave,  retire- 
ment contributions,  etc.)  to  part-time  and  temporary  employees.   At  the 
time  of  our  examination,  the  department  was  employing  two  people  on  a  part- 
time  basis,  three  people  on  a  temporary  basis,  and  25  people  on  a  seasonal 
basis.   Part-time  employees  differ  from  temporary  employees  in  that  part- 
time  employees  of  the  department  regularly  work  a  few  hours  per  day  on  a 
continuing  basis  while  temporary  employees  are  employed  on  an  unscheduled 
and  intermittent  basis.   Seasonal  employees,  on  the  other  hand,  are  employed 
on  a  seasonal  basis  during  the  year  in  cases  such  as  during  the  cherry  or 
potato  harvest. 
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Insofar  as  employee  benefits  for  the  aforementioned  employees  are 
concerned,  it  has  been  policy  within  the  department  to  grant  vacation 
leave,  retirement  contribution,  etc.,  but  not  sick  leave,  to  only  those 
employees  who  are  hired  on  a  regular  part-time  basis.   The  other  employees 
such  as  temporary  and  seasonal  employees  are  not  allowed  any  employee 
benefits. 

The  matter  of  whether  non-full-time  employees  are  entitled  to  employee 
benefits  has  been  the  topic  of  at  least  two  opinions  rendered  by  the 
attorney  general.   In  July,  1957  (official  Opinion  No.  22,  dated  July  17, 
1957),  the  attorney  general  issued  an  opinion  defining  continuous  employ- 
ment for  purposes  of  vacation  leave  accrued.   This  opinion  stated  that  the 
phrase  "continuous  emplojmient"  has  no  relationship  to  the  terms  and  condi- 
tions upon  which  an  employee  serves  the  state  and  continuous  employment 
means  continuity  of  employment  in  the  light  of  its  regularity  over  a  period 
of  time.   Consequently,  it  would  appear  that  an  employee  could  be  in  con- 
tinuous emplojTnent  of  the  state  even  though  he  was  employed  on  a  part-time, 
temporary,  or  even  seasonal  basis. 

A  second  opinion  was  released  on  September  8,  1971  (Opinion  No.  12, 
Volume  34)  pursuant  to  a  request  from  the  state  controller.   This  opinion, 
which  pertained  to  sick  leave,  stated  that  (1)  temporary  or  seasonal 
employees  are  eligible  for  sick  leave  benefits  under  Section  59-1008, 
R.C.M.  1947,  if  they  are  continuously  employed  for  90  days  or  more,  and 
otherwise  meet  the  criteria  in  the  statute,  and  (2)  part-time  employees 
who  are  permanent  employees  are  eligible  as  a  matter  of  right,  for  sick 
leave  benefits. 

Based  on  the  foregoing,  we  believe  there  is  a  definite  possibility 
that  part-time,  temporary,  and  seasonal  employees  of  the  department  are 
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entitled  to  regular  employee  benefits  such  as  sick  and  vacation  leave,  as 
well  as  employer  contributions  for  retirement,  etc.   Since  whether  or  not 
this  entitlement  exists  appears  to  be  partially  contingent  upon  whether 
the  employees  are  continuously  employed,  we  believe  the  department  should 
make  a  determination  as  to  the  status  of  employees  hired  on  less  than  a 
full-time  basis.   Upon  accomplishing  this,  the  department  should  either 
grant  benefits  to  those  employees  who  are  entitled  to  such  benefits  or 
seek  advice  from  the  attorney  general  on  the  basis  of  specific  examples. 

RECOMMENDATION 

We  reaommend  that  the  department: 

1.  Determine  whether  its  various  part-time ^  temporary ^ 
and  seasonal  employees  are  employed  on  a  continuous 
basis  as  defined  by  the  attorney  general. 

2.  Grant  employee  benefits  to  those  employees  eligible 
on  the  basis  of  criteria  set  out  in  the  statutes  as 
interpreted  by  the  attorney  general. 

REVOLVING  FUND  ACCOUNTS 

The  department  has  two  accounts  in  the  Revolving  Fund  of  the  state 
treasury,  namely,  the  "department  of  agriculture  revolving  account"  (Account 
No.  719200)  and  the  "wheat  research  and  marketing  revolving  account"  (Account 
No,  719800).   Both  of  these  accounts  are  used  by  various  activities  within 
the  department  as  a  channel  for  certain  receipts  and  expenditures  as  dis- 
cussed more  fully  in  the  following  paragraphs. 

The  Treasury  Fund  Structure  Act  (Section  79-410,  R.C.M.  1947)  states 
that  the  Revolving  Fund  in  the  treasury  consists  of  moneys  used  to: 
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"a.   Defray  reimbursable  expenditures,  and 

"b.   Supply  working  capital  for  enterprise  type  operations  .  .  .  ." 

The  same  act  (Section  79-415,  R.C.M.  1947)  also  specifies  that  money 
in  the  Revolving  Fund  of  the  treasury  will  be  paid  out  only  on  appropria- 
tion made  by  the  Legislative  Assembly. 

Within  the  context  of  the  foregoing  statutes,  we  have  the  following 
comments  with  respect  to  each  of  the  department  revolving  fund  accounts. 
Department  of  Agriculture  Revolving  Account 

The  department  of  agriculture  revolving  account  (No.  719200)  was  created 
by  administrative  action  in  1951.   It  has  been  used  to  account  for  receipts 
resulting  from:   (1)  the  sale  of  egg  seals  by  the  dairy  and  egg  division; 
(2)  federal  reimbursements  for  state  grading  of  butter  and  cheese  and  state 
inspection  of  poultry  products  for  the  federal  government;  and  (3)  fees 
resulting  from  special  inspections  performed  by  the  weights  and  measures 
division. 

Certain  expenditures  are  also  made  from  the  account.   For  example, 
both  the  dairy  and  egg  division  and  the  weights  and  measures  division  made 
limited  expenditures  from  the  account  during  the  1969-71  biennium  pursuant 
to  legislative  appropriations.   These  expenditures  ranged  from  purchases 
of  egg  seals  to  defrayment  of  the  cost  of  selected  inspection  services. 
Insofar  as  the  operation  of  this  account  is  concerned,  we  believe 
there  are  two  questionable  aspects.   First,  there  appears  to  be  a  conflict 
between  two  statutes  governing  the  disposition  of  receipts  derived  from 
the  sale  of  egg  seals.   Section  3-2312,  R.C.M.  1947  (Section  8,  Chapter  151, 
Laws  of  1939) ,  specifies  that  the  proceeds  from  the  sale  of  egg  seals 
shall  be  expended  to  assist  in  defraying  expenses  associated  with  the 
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enforcement  of  the  statutes  governing  egg  dealers.   Conversely,  Section 
3-2315,  R.C.M.  1947  (Section  43,  Chapter  147,  Laws  of  1963),  stipulates 
that  all  moneys  derived  from  the  sale  of  egg  seals  shall  be  deposited  to 
the  credit  of  the  General  Fund. 

In  the  past,  the  department  has  deposited  collections  from  the  sale 
of  egg  seals  in  the  revolving  account  and  used  them  to  defray  the  purchase 
ol  additional  egg  seals.   Although  Llils  seems  to  be  in  consonance  with 
Section  3-2312,  R.C.M.  1947,  we  believe  it  is  contrary  to  Section  3-2315, 
R.C.M.  1947,  which  requires  the  deposit  of  this  money  in  the  General  Fund 
and  which  was  enacted  more  recently  than  Section  3-2312,  R.C.M.  1947.   We 
believe  the  obvious  conflict  between  the  foregoing  statutes  would  be  re- 
solved if  the  department  discontinued  using  the  revolving  account  and 
deposited  all  receipts,  formerly  deposited  in  the  revolving  account,  into 
the  General  Fund . 

The  second  aspect  which  we  believe  is  questionable  is  the  operation 
of  the  revolving  account.   Both  the  dairy  and  egg  and  weights  and  measures 
divisions,  which  use  the  revolving  account,  are  primarily  financed  by  appro- 
priations from  the  General  Fund.   The  following  table  depicts  the  extent 
to  which  each  of  these  divisions  were  financed  from  various  sources: 

DEPARTMENT  OF  AGRICULTURE 
Sources  of  Financing  for  Activities 
Dairy  and  Egg  and  Weights  and  Measures  Divisions 


General 

Fed, 

.  &  Private 

Revolving 

Fiscal  Year 

Fund 
$162,400 

Revenue  Fund 
$  6,750 

Fund 

Total 

1967-68 

$  4,486 

$173,636 

1968-69 

166,867 

6,180 

11,052 

184,099 

1969-70 

166,847 

5,399 

15,245 

187,491 

1970-71 

191,617 

6,202 

9,571 

207,390 
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In  addition  to  the  fact  that  both  divisions  are  primarily  financed  by 
the  General  F'und,  most  of  the  revenues  generated  by  each  division  are 
deposited  in  the  General  Fund.   The  primary  exceptions  are  those  revenues 
which  are  deposited  in  the  revolving  account  derived  from  the  sale  of  egg 
seals  and  reimbursement  for  certain  dairy  and  scale  inspections.   Eventu- 
ally, even  some  of  these  revenues  end  up  in  the  General  Fund  pursuant  to 
the  appropriation  language  which  for  the  1969-71  biennium,  stipulated  that 
the  balance  in  the  revolving  account  on  June  30,  1971,  reverts  to  the  General 
Fund . 

In  view  of  the  foregoing,  we  know  of  no  reason  why  all  revenues  pro- 
duced by  the  dairy  and  egg  division  and  the  weights  and  measures  division 
should  not  be  deposited  in  the  General  Fund.   To  do  so  would,  in  our  opinion, 
simplify  budgeting  and  accounting  for  the  activities  of  these  two  divisions 
and  would  resolve  the  apparent  conflict  cited  previously  between  Sections 
3-2312  and  3-2315,  R.C.M.  1947. 

RECOMMEWATION 

We  reaommend  that: 

1.  All  revenues  derived  from  the  operations  and  activities 
of  the  dairy  and  egg  division  and  the  weights  and  measures 
division  he  deposited  in  the  General  Fund. 

2.  The  department  propose   legislation  to  repeal  the  provision 
of  Section  3-2322,  R.C.M.    1947,    which  provides  for  the 
department   to  utilize  egg  seal  sales  proceeds  for  salaries 
and  expenses. 

Wheat  Research  and  Marketing  Revolving  Account 

Section  3-2917,  R.C.M.  1947,  provides  for  the  establishment  of  the 
wheat  research  and  marketing  revolving  account  in  the  Revolving  Fund  of 
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the  state  treasury.   The  statute  generally  provides  that  all  levies  and 
other  money  such  as  grants,  gifts,  and  donations  received  under  the  Wheat 
Research  and  Marketing  Act  will  be  deposited  in  the  account  for  the  use  of 
the  wheat  research  and  marketing  division.   In  this  regard,  almost  all  of 
the  money  in  this  account  is  derived  from  the  annual  assessment  of  2-1/2 
mills  per  bushel  of  wheat  grown  in  Montana  and  sold  through  commercial 
channels.   The  money  raised  in  this  manner  is  used,  at  the  discretion  of 
the  wheat  research  and  marketing  division,  for  purposes  such  as  salaries, 
research,  publicity,  and  other  expenses  associated  with  the  production 
and  use  of  wheat. 

Although  the  wheat  research  and  marketing  revolving  account  is  of 
statutory  origin,  we  question  its  position  in  the  hierarchy  of  treasury 
accounts.   The  Treasury  Fund  Structure  Act  (Section  1,  Chapter  147,  Laws 
of  1963,  codified  as  Chapter  4,  Title  79,  R.C.M.  1947)  prescribes  an 
orderly  and  deliberate  structure  of  funds  within  the  state  treasury,  and 
defines  the  purpose  and  use  of  those  funds.   In  this  regard,  the  act  de- 
fines the  Revolving  Fund  as  consisting  of  moneys  used  to  defray  reimburs- 
able expenditures  and  supply  working  capital  for  enterprise-type  operations, 
In  this  context,  we  do  not  believe  the  wheat  research  and  marketing  revolv- 
ing account  is  properly  situated  in  the  Revolving  Fund.   The  activities 
of  the  wheat  research  and  marketing  division  are  not,  in  our  opinion,  of 
an  enterprise  type,  but  rather  are  more  akin  to  those  of  other  govern- 
mental agencies.   Similarly,  the  expenditures  of  the  division  are  not  of 
the  reimbursable  type,  being  in  such  areas  as  salaries,  other  expenses, 
and  grants  for  research. 

In  view  of  the  nature  of  these  expenditures,  the  source  of  revenue, 
and  the  type  of  activity,  we  believe  the  moneys  associated  with  the  wheat 
research  and  marketing  division  more  properly  belong  in  the  Federal  and 
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Private  Revenue  Fund.   In  this  regard,  the  Treasury  Fund  Structure  Act 
defines  the  Federal  and  Private  Revenue  Fund  as  consisting  of  all  expend- 
able moneys  from  federal  or  private  sources,  including  trust  income,  which 
are  available  for  the  operation  of  state  government. 

RKCOMMENDATION 

We  recommend  that  the  department  propose   legislation  at  the 
next  opportunity  to  amend  Section  3-2917,   R.C.M.    1947,    to 
provide  for  deposit  in  an  account  in  the  Federal  and  Private 
Revenue  Fund  of  all  moneys  now  deposited  in  the  wheat  research 
and  marketing  account  in  the  Revolving  Fund. 

OPERATING  EFFICIENCIES 

In  examining  the  various  activities  of  the  department  we  noted  several 
instances  where,  in  our  opinion,  policies,  procedures,  and  practices  could 
be  changed  to  promote  efficiency.   Specific  examples  and  relevant  recom- 
mendations follow. 

Written  Policies  and  Procedures 

The  department  has  no  written  guidance  such  as  policies  and  procedures 
relative  to  the  various  duties  and  functions  performed.   Techniques  and 
methods  for  accomplishing  day-to-day  work  must  be  learned  by  the  employees 
without  any  formal  guidelines  or  criteria. 

This  lack  of  guidance  has  resulted  in  inefficient  use  of  department 
assets,  unnecessary  work,  maintenance  of  duplicate  records,  and  failure 
to  perform  various  statutory  duties  assigned,  as  described  elsewhere  in 
this  report.   We  believe  significant  improvements  could  be  made  in  these 
areas  if  duties  and  functions  were  evaluated  and  recorded  in  the  form  of 
written  policies  and  procedures. 
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RECOMMENDATION 

We  recommend  that   the  department: 

1.  Establish  written  policies  and  procedures  governing 
the  operations^  processes^  and  functions  of  the  various 
divisions  within  the  department. 

2,  Identify  and  specifically  assign  in  writing  the  various 
duties  and  responsibilities  within  the  department. 

Dairy  Products  Production  Records 

Prior  to  1971,  the  license  fee  assessed  producers  of  manufactured 
dairy  products  was  based  upon  annual  production  data.   In  order  to  set 
the  fee,  the  department  collected  monthly  production  data  from  producers 
in  the  form  of  reports  which  were  sent  by  the  producers  to  both  the  de- 
partment and  the  U.  S.  Department  of  Agriculture  Statistical  Reporting 
Service. 

In  1971,  the  42nd  Legislative  Assembly  modified  the  licensing  pro- 
cedure (Section  3-24-112,  R.C.M.  1947)  by  providing  for  the  assessment  of 
flat  license  fees  based  upon  the  type  of  product  being  manufactured.   As 
a  result,  it  is  no  longer  necessary  that  the  dairy  and  egg  division  compile 
data  on  dairy  production  except  for  informational  purposes.   In  this  regard, 
we  believe  sufficient  production  data  could  be  obtained  from  the  federal 
statistical  service.   Regardless  of  the  fact  that  similar  if  not  identical 
data  is  available  from  the  federal  agency  under  its  cooperative  agreements 
with  the  state,  the  department  has  continued  to  compile  its  own  data,  at 
the  expense  of  about  five  man-hours  each  day. 
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RECOMMENDATION 

We  recommend  that  the  department  discontinue  the  compilation  of 
dairy  production  data  for  license  purposes,   and  obtain  statistical 
data  on  dairy  production  for  informational  purposes  from  the 
Statistical  Reporting  Service  of  the  U.    S.    Department  of 
Agriculture . 

Horticulture  Activity  Report 

The  horticulture  division  maintains  a  large  columnar  worksheet 
showing  all  activities  performed  by  the  inspectors  under  its  control. 
The  source  of  the  information  on  this  worksheet  is  the  daily  report  filed 
in  duplicate  by  the  various  inspectors,  one  copy  of  which  is  retained  at 
the  division  office  and  the  other  copy  sent  to  the  administration  office 
in  Helena. 

The  information  recorded  from  the  daily  reports  includes:   (1)  in- 
spections made;  (2)  miles  traveled;  (3)  phone  calls  made  and  received; 
(4)  letters  written  and  received;  (5)  meetings  attended:  (6)  office  calls, 
etc.   This  information  is  recorded  daily,  by  inspector,  recapped  monthly, 
and  eventually  formulated  into  the  division's  annual  report.   The  annual 
report  is  prepared  on  a  five-year  comparative  basis  for  inspections  per- 
formed, commodity  inspected,  carrier,  dollar  volume  for  in-state  and  out- 
of-state  production,  etc. 

The  only  department  use  for  the  daily  reports,  as  determined  by  dis- 
cussions with  department  personnel,  was  that  the  mileage  information  is 
tabulated  by  the  department  administrative  office.   This  same  mileage 
information  is  readily  available  from  the  monthly  travel  expense  claims 
filed  by  the  division. 
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We  were  also  informed  that  the  duplicate  copy  of  the  inspectors' 
daily  reports  mailed  to  the  administrative  office  were  filed  away  and 
rarely,  if  ever,  used. 

Copies  of  the  horticulture  division's  annual  report  are  sent  to 
various  transportation  companies,  trucking  and  railroad,  produce  whole- 
salers in  Montana,  the  Governor's  office,  and  all  division  inspectors. 
For  the  past  few  years  approximately  40  copies  of  the  report  have  been 
distributed.   Discussions  with  several  persons  who  receive  the  report 
indicate  that  no  productive  use  is  made  of  the  information  contained  in 
the  report.   Comments  included  the  following:   (1)  "we  look  at  the  report 
but  have  no  use  for  it  in  connection  with  our  business;"  (2)  "we  have  had 
no  use  for  it  in  prior  years  but  keep  it  on  file  for  any  customers  who 
would  be  interested;"  (3)  "we  use  the  report  to  determine  when  and  where 
to  purchase  produce,  but  the  report  is  too  comprehensive  for  our  use." 
In  attempting  to  contact  probable  users  of  the  report,  we  also  noted  that 
several  individuals  listed  on  the  mailing  list  have  not  been  in  the  position 
listed  for  as  long  as  ten  years. 

Due  to  the  investment  of  time  and  dollars  necessary  to  prepare,  print, 
and  mail  the  report  in  comparison  to  the  absence  of  beneficial  uses  made 
of  this  report,  we  believe  that  the  need  for  a  comprehensive  report  of 
this  type  is  not  evident.   In  this  regard,  we  believe  the  department 
should  evaluate  the  need  for  this  separate  report  in  terms  of  the  use 
to  which  it  is  put. 
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RECOMMENDATION 

We  recommend  that  the  department  evaluate  the  value  and  necessity 

of  the  comprehensive  activity  report  prepared  by   the  horticulture. 

division. 

BlllinRS  for  Grain  Laboratory  Services 

In  conjunction  with  their  inspection  services,  the  grain  laboratory 
in  Great  Falls  bills  users  for  inspection  services  provided. 

With  regard  to  these  inspections,  the  grain  laboratory  division 
maintains  three  sets  of  accounting  records  for  accounts  receivable  and 
cash  received.   One  record  is  kept  of  receipts  issued  for  all  moneys 
received,  whether  the  payee  wants  a  receipt  or  not.   A  second  record  is 
kept  of  all  accounts  billed,  and  a  third  record  is  kept  listing  all 
companies  and/or  customers  for  whom  services  were  provided  and  the 
services  provided. 

For  the  most  part,  money  received  in  payment  for  services  usually 
consists  of  checks  which  are  canceled  when  cashed  and  which  in  present- 
day  business  could  serve  as  a  receipt  for  the  customer. 

Notwithstanding  the  need  for  receipts,  we  believe  that  records  now 
maintained  by  the  division  could  be  combined  into  one  record  to  show  the 
date  and  type  of  services  provided,  name  of  recipient,  fee  charged,  and 
status  of  collections. 

RECOMMENDATION 

We  recommend  that  the  department: 

1.  Issue  receipts  only  upon  request  or  when  receiving 
cash. 

2.  Combine  the  records  now  used  by  the  grain  laboratory 
division  to  reflect  services  performed^  payments  re- 
ceived,  and  accounts  receivable. 
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Feed  and  Fertilizer  Applications 

Persons  wishing  to  sell  feed  and/or  fertilizers  in  Montana  must 
register  each  brand  and  grade  to  be  sold  with  the  department.   Applications 
are  mailed  from  the  department  office  in  Helena.   The  application  and  fee 
are  returned  to  the  division  office  in  Bozeman.   The  feed  applications 
are  approved,  assigned  a  license  number,  and  forwarded  to  Helena.   One 
copy  of  the  application  is  retained  in  Bozeman  and  the  information  re- 
corded in  a  file  system  by  manufacturer.   Another  file  containing  this 
same  information  is  kept  in  the  department  office  in  Helena.   After 
receipt  of  an  approved  application,  the  license  is  issued  and  the  fees 
deposited  in  the  state  treasury. 

A  time  span  of  several  days  to  two  weeks  results  from  the  time  the 
feed  application  is  received  until  the  license  is  issued. 

Since  no  product  sample  accompanies  the  application,  no  analysis  is 
made  until  (and  if)  a  sample  is  submitted  by  a  department  inspector.   Con- 
sequently, there  appears  to  be  no  logical  reason  for  the  applications 
being  mailed  to  the  division  office  in  Bozeman,  rather  than  directly  to 
Helena. 

We  believe  the  administrative  process  would  be  more  efficient  if 
applications  were  returned  directly  to  the  department  office  in  Helena, 
moneys  promptly  deposited,  and  licenses  issued. 

RECOMMENDATION 

We  reaommend  that  the  department  revise  the  procedures  associated 

with  feed  and  fertilizer  applications  so   that   license  applications 

and  fees  are  sent  directly  to  Helena. 
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Scale  Inspections 

The  chief  sealer  has  the  statutory  duty  (Section  90-162,  R.C.M.  1947) 
to  inspect  and  test  all  coinmercially  used  weights  and  measures  devices. 
These  inspections  are  required  by  law  to  be  performed  annually  or  less 
frequently  if  in  accordance  with  a  schedule  issued  by  the  chief  sealer. 

We  were  informed  that  no  prescribed  schedule  exists  for  inspections 
of  weights  and  measures  devices,  but  that  approximately  85  percent  of 
the  scales  in  use  are  inspected  each  year. 

The  primary  reason  given  for  not  inspecting  all  scales  is  that  the 
inspectors  are  placed  in  the  position  of  bill  collectors.   This  is  because 
the  present  method  of  charging  fees  requires  the  inspectors  to  collect, 
if  possible,  the  fees  as  soon  as  the  inspections  are  performed.   In  many 
cases  the  proprietor  or  owner  is  not  available  so  the  inspectors  spend  a 
portion  of  their  time  locating  the  owner  or  proprietor  or  waiting  for  them. 
Because  of  this,  the  inspectors  are  unable  to  cover  their  assigned  areas. 

Discussions  with  various  people  involved  in  the  weights  and  measures 
programs  indicated  that  the  administration  of  the  weights  and  measures 
regulation  program  would  be  more  efficient  and  effective  by  the  use  of 
a  method  of  licensing  all  weighing  devices.   This  licensing  procedure 
could  be  in  accordance  with  suggestions  offered  in  the  "model  state  weigh- 
masters  law"  whereby  licenses  are  issued  and  the  accuracy  of  the  weighing 
unit  is  the  responsibility  of  the  operator.   (Certification  as  to  the 
accuracy  would  still  be  performed  by  the  division  but  the  collection 
effort  of  the  inspectors  would  no  longer  be  required  as  it  would  be 
accomplished  at  the  time  the  licenses  were  issued. 

The  operation  of  the  weights  and  measures  division  is  financed  by 
appropriation  of  general  fund  moneys.   An  added  benefit  of  the  licensing 
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program  versus  the  current  program  would  be  an  increase  of  revenue  approxi- 
mating $5,700  per  fiscal  year  without  any  fee  increases.   This  would  result 
from  license  fee  coverage  of  those  weights  and  measures  devices  which  are 
now  missed. 

RECOMMENDATION 

We  reaormiend  that  the  department  revise  its  program  of  weights 

and  measures  regulation  to  provide  for  annual   licensing  of 

all  weighing  and  measuring  devices. 

Workload  of  Grain  Laboratory  Employees 

The  purpose  of  the  grain  laboratory  division  is  to  provide,  upon 
request,  a  determination  as  to  the  kind,  class,  weight,  grade,  quality, 
and  condition  of  grain,  as  well  as  grain  grading,  protein  testing,  sedi- 
mentary value,  and  official  weighing  services  for  the  Montana  grain 
industry  as  a  whole. 

This  division  employs  twenty-six  (26)  full-time  employees  and  part- 
time  employees  of  at  least  one  each  month  to  a  high  of  ten  during  the 
harvest  season.   Analysis  of  the  time  reports  filed  by  these  employees, 
as  well  as  their  work  reports  during  the  peak  and  slack  seasons  of  fiscal 
year  1970-71,  disclosed  wide  variances  in  time  and  production  between 
the  two  seasons.   The  following  table  depicts  the  variances  in  terms  of 
amounts  and  percentages. 
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DEPARTMENT  OF  AGRICULTURE 

Comparison  of  Grain  Laboratory  Division 

Workloads  During  Peak  and  Slack  Seasons 

Fiscal  Year  1970-71 

Man     Samples     Inspections 
Hours     Taken       Performed 

Peak  Season 

August  &  September  11,730    12,954       10,046 

Slack  Season 

May  &  June  8,319     2.267        2,302 

Increase:   Amount  3,411    10,687        7,744 

Percent  41%      471%         336% 

As  is  evident  in  the  foregoing  table,  the  division  was  able  to  handle 
five  times  the  normal  workload  in  samples  taken  (an  increase  of  471%)  and 
three  times  the  normal  workload  in  inspections  performed  (an  increase  of 
336%)  with  only  a  41  percent  increase  in  man-hours.   These  statistics  in- 
dicate that  the  division  is  able  to  absorb  a  substantial  increase  in  work 
without  a  significant  increase  in  time.   Since  the  division  employs  only 
a  few  temporary  personnel  (10  at  the  most  during  the  peak  season)  and 
incurs  relatively  little  overtime  (about  1,200  hours  during  the  peak 
season) ,  a  question  exists  as  to  the  utilization  of  full-time  employees 
during  the  slack  season,  which  constitutes  about  eight  months  of  the 
year.   In  this  connection,  we  were  informed  that  these  employees  spend 
the  majority  of  their  time  during  the  slack  season  performing  miscellaneous 
jobs  such  as  constructing  storage  shelves  and  bins  in  the  basement  and 
performing  general  maintenance  such  as  cleaning  up  and  painting  the  facili- 
ties.  Although  this  may  be  the  case,  we  find  it  difficult  to  visualize 
that  the  employees  could  perform  such  tasks  for  eight  months. 
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Since  the  division  is  engaged  in  a  business  which  is  clearly  seasonal 
in  nature,  we  believe  the  employee  structure  should  be  formulated  to  accommo- 
date seasonal  fluctuations.   in  North  Dakota  and  South  Dakota,  which  are  not 
unlike  Montana,  private  laboratory  facilities,  teachers,  and  students  are 
used  to  meet  the  seasonal  workload.   In  this  regard,  we  believe  the  depart- 
ment should  evaluate  the  need  for  a  large  staff  of  full-time  employees,  in 
contrast  to  other  means  of  accomplishing  the  work,  such  as  seasonal  employees, 
as  is  now  done  by  the  State  Board  of  Hail  Insurance. 

RECOMMENDATION 

We  recommend  that  the  department  evaluate  the  need  for  a  large 
full-time  staff  in  the  grain  laboratory  division  in  view  of 
the  seasonal  fluctuations  of  the  division  's  workload. 

Licensing  Procedure 

During  the  course  of  our  audit  we  noted  that  a  large  part  of  the 
department's  duties  involve  licensing  in  one  form  or  another.   In  view 
of  this  we  believe  the  opportunity  exists  for  the  department  to  reduce 
the  cost  of  licensing,  increase  efficiency,  and  improve  control  over 
licenses  issued  through  the  use  of  data  processing  for  the  preparation 
of  applications,  mailing,  providing  master  lists  of  licensees,  and  work- 
load assignments  for  inspectors.   In  addition,  data  processing  services 
could  also  provide  simple  advantages  such  as  preparation  of  gum  labels 
for  addressing  forms  and  utilization  of  machine  forms  which  can  be  used 
as  a  combination  application/envelope.   Necessary  input  data  could  be 
obtained  by  compiling  master  lists  of  licensing  authority  and  type  of 
licenses  from  existing  records  and  files.   These  listings  by  name,  address, 
type  of  license,  and  applicable  fee  could  be  prepared  by  division  personnel, 
key-punched  by  the  data  processing  center  with  resultant  information  and 
forms  prepared  by  the  data  processing  methods. 
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The  department  currently  prepares  approximately  2,000  license  appli- 
cations and  periodic  report  forms.   The  data  processing  center  informed  us 
that  the  cost  to  prepare  1,000  addresses  and,  as  a  by-product,  a  listing 
of  items  prepared,  would  be  $134.   Discussions  with  administering  division 
personnel  revealed  that  time  spent  on  mailing  and  recording  these  appli- 
cations and  other  forms  approximated  1,100  hours  a  year.   Although  department 
personnel  would  still  spend  a  certain  amount  of  time  in  this  work,  we  believe 
the  hours  spent  would  be  greatly  reduced.   For  this  reason,  as  well  as  the 
fact  that  data  processing  offers  mechanical  means  of  record  keeping,  we 
believe  that  the  department  should  consider  the  feasibility  of  using  data 
processing  for  licensing. 

RECOMMENDATION 

We  reoommend  that  the  department  investigate   the  feasibility 
of  using  data  processing  equipment  to  prints   issue^   controly 
and  monitor  the  various   licenses  issued  by  the  department. 

PROGRAM  EFFECTIVENESS 

As  is  evident  from  the  preceding  comments,  the  department  is  involved 

in  numerous  programs  which  involve  licensing,  regulation,  and  a  certain 

degree  of  enforcement.   In  this  regard  we  observed  instances  wherein  the 

department's  efforts  in  regulation  and  enforcement  of  the  agriculture  laws 

appeared  to  be  limited  and  incomplete.   Examples  of  these  instances  are 

presented  below. 

Nursery  Stock  Inspections 

Section  3-1201,  R.C.M.  1947,  provides  in  part  that: 

"It  shall  be  the  duty  of  every  person,  .  .  . ,  or  corporations 
who  sell  or  deliver  .  .  .  any  trees,  plants,  vines,  scions, 
grafts,  fruits  or  vegetables  not  previously  inspected  .  .  . 
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to  notify  IIk'  rommlss  loner  of  a^r  iiii  1  lurt'  or  the  m-arost 
liort  li'ultiir.i  I  InspctLor  ol  such  sale  ol  di'livery  (anil  lh.it) 
It  uliall  be  tile  duly  ol'  tlii-  Inspector  ...  to  inspi'it  (ihi- 
commodity)  as  soon  thereafter  as  practicable,  and  .  .  .  Lo 
attach  a  certificate  of  inspection  .  .  .  provided  that  the 
commissioner  of  agriculture  shall  have  the  power  to  designate 
certain  places  as  quarantine  stations  where  all  nursery  stock 
.  .  .  shall  be  inspected  and  disinfected." 

Notwithstanding  the  foregoing  statute,  our  review  of  the  daily  reports 
filed  by  horticulture  division  inspectors,  as  well  as  travel  claims,  indi- 
cates that  very  little  time  is  spent  on  the  inspection  of  nursery  stock. 
Our  discussion  vith  the  cognizant  personnel  confirmed  that  this  was  one 
area  where  very  little  work  was  being  done  by  the  department.   Reasons 
given  for  the  absence  of  activity  in  this  area  were  that  the  nursery  stock 
season  comes  at  the  same  time  as  the  peak  potato  season,  which  apparently 
has  priority;  the  nurseries  do  not  notify  the  department  when  they  receive 
a  shipment;  and  the  statutes  were  written  when  most  nursery  stock  was 
trucked  into  the  state  from  an  unknown  source. 

Nursery  stock  inspections  carried  out  on  a  spot  basis  in  1969-70 
disclosed  1,165  plants  that  did  not  meet  Montana  consumer  requirements. 
In  1970-71,  an  estimated  1.5  million  were  inspected  and  689  condemned 
or  destroyed.   Although  the  number  condemned  does  not  seem  to  be  signifi- 
cant in  terms  of  the  number  inspected,  we  were  informed  that  the  inspections 
were  cursory  in  nature,  i.e.,  consisted  of  spot  checking.   Consequently, 
not  all  1.5  million  plants  were  individually  inspected  and  in  spite  of 
this,  689  were  found  to  be  unacceptable.   We  were  also  informed  that  although 
there  is  no  accurate  estimate  of  how  much  nursery  stock  was  not  inspected, 
officials  believe  it  far  exceeds  the  1.5  million  plants  which  were  subject 
to  inspection.   In  view  of  this,  it  seems  to  be  apparent  that  there  is  a 
need  for  inspections  of  nursery  stock. 
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Since  the  program  for  the  inspection  of  nursery  stock  is  being  carried 
out  on  a  very  limited  basis,  which  is  seemingly  less  than  intended  by  law, 
we  believe  the  department  should  review  the  statutes  requiring  inspection 
of  all  nursery  stock  and  evaluate  the  need  for  such  inspections.   If  this 
review  indicates  the  need  exists,  then  we  believe  the  department  should  as- 
sume the  responsibility  given  them  by  the  legislature  in  Chapter  12,  Title 
3,  R.C.M.  1947,  by  enforcing  the  nursery  stock  laws.   If  such  inspections  are 
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not  necessary,  the  department  should  introduce  legislation  necessary  to 
amend  or  repeal  the  existing  statutory  requirements  for  inspection  of  all 
nursery  stock. 

RECOMMEmATIOtl 

We  recommend  that  the  department  review  its  statutory  responsi- 
bility with  respect  to  nursery  stock  and  nurseries  and  evaluate 
the  need  for  inspections  of  nursery  stock,   with  the  objective 
of  either  implementing  the  requirements  of  law  or  seeking 
amendatory   legislation. 

Fruit  and  Vegetable  Inspections 

As  provided  in  Section  3-1201,  R.C.M.  1947,  the  horticulture  division 
is  required  to  inspect  fruit  and  vegetables  in  the  state  upon  notification 
of  delivery. 

Discussions  with  division  personnel  indicated  that  if  the  inspectors 
were  to  rely  entirely  upon  notification  of  delivery  by  recipients,  as 
specified  in  the  statute,  very  little  produce  would  be  inspected.   Conse- 
quently, the  inspectors  must  keep  constant  surveillance  for  produce  enter- 
ing the  state.   For  example,  the  inspector  in  one  area  spends  his  time 
driving  between  product  warehouses  to  insure  that  trucks  are  inspected 
when  they  come  in.   This  results  in  less  than  optimum  use  of  the  inspector's 
time  as  well  as  unwarranted  mileage  costs  when  the  burden  of  notification 
is  supposed  to  be  upon  the  warehouses  themselves. 

Section  3-1201,  R.C.M.  19A7,  enumerates  the  parties  who  are  charged 
with  the  responsibility  of  notifying  the  inspectors  of  sale  or  delivery 
and,  in  this  connection.  Section  3-1202,  R.C.M.  1947,  provides  authority 
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for  the  commissioner  of  agriculture  to  impose  a  penalty  on  these  parties 
for  failure  to  comply  with  his  rules  and  regulations.   Insofar  as  we  could 
determine,  the  penalty  provisions  of  this  law  have  never  been  enforced. 

RECOMMENDATION 

We  recommend  that  the  department  enforce  the  requirements  of 
Sections  3-1201  and  3-1202,   H.C.M.    1947,    insofar  as  they 
pertain  to  the  statutory  responsibilities  of  the  department 
to  inspect  fruit  and  produce. 

Barberry  Bush  Eradication 

Provisions  of  Section  3-1002,  R.C.M,  1947,  stipulate  that  horticulture 
inspectors  shall  eradicate  barberry  bushes  found  growing  in  the  state.   The 
owner  of  land  where  these  bushes  are  found  shall  be  notified  by  the  in- 
spector.  If  the  landowner  fails  to  destroy  the  plants,  the  inspectors 
may  proceed  to  do  so,  in  which  case,  the  landowner  is  to  be  charged  with 
the  actual  costs  incurred  by  the  department  in  destroying  such  plants. 

We  were  informed  that  during  fiscal  year  1970-71,  approximately  50 
barberry  bushes  were  found  and  destroyed  by  department  personnel  for  which 
no  charges  were  made  to  the  landowner  upon  whose  land  the  bushes  were 
found . 

Since  the  control  and  eradication  of  barberry  bushes  is  a  matter  of 
public  interest,  covered  by  a  specific  law,  we  believe  the  department 
should  exercise  maximum  efforts  to  fulfill  its  responsibilities  by  re- 
quiring private  removal  of  the  bushes  or  by  removing  them  itself.   If 
the  department  believes  that  recovering  the  cost  of  such  action  from  the 
landowner  is  an  unfair  burden  in  view  of  public  benefit,  the  department 
should  seek  amendatory  legislation  to  permit  the  state  to  bear  the  cost 
of  removal  in  the  public  interest. 
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RECOMMENDATION 

We  recommend  that  the  department  recover  any  costs  incurred  in 
the  destruction  of  the  barberry  bush,   as  prescribed  in  Section  3- 
1002,   R.C.M.    1947,   or  seek  amendatory   legislation  relieving  the 
requirement  for  such  cost  recovery. 

Inspections  Performed 

As  previously  mentioned.  Section  3-1201,  R.C.M.  1947,  requires  that 
all  fruits  and  vegetables  be  inspected  upon  entering  the  state.   Since  the 
grade  of  most  fruits  and  vegetables  is  subject  to  changes  with  the  current 
condition  of  the  produce,  grocery  store  displays  are  inspected  by  the 
department  for  the  various  grades  offered. 

The  seasonal  nature  of  harvesting,  primarily  potatoes  and  cherries, 
requires  the  full  time  attention  of  the  inspectors  and,  as  a  result, 
causes  almost  total  neglect  of  other  inspection  duties  during  these  periods. 
For  example,  during  the  cherry  harvest  several  areas  such  as  grocery  pro- 
duce, nursery  stock,  etc.,  are  without  inspectors'  services  for  approximately 
three  weeks.   Similarly,  during  the  potato  harvest  and  shipping  season, 
approximately  nine  months  a  year,  the  inspectors  involved  are  unable  to 
perform  their  normal  inspections  of  produce  warehouses,  grocery  stores, 
fruit  stands,  and  truck  traffic. 

A  review  of  inspectors'  travel  claims  indicates  that  large  areas  of 
the  state  receive  very  sporadic  services  from  the  inspectors  as  a  result 
of  seasonal  workloads  and  apparent  understaff ing.   These  inspectors  con- 
centrate their  inspections  in  approximately  ten  percent  of  the  municipalities 
in  the  state.   Of  522  towns,  only  53  receive  inspection  services  on  a 
continuing  basis.   Consequently,  a  large  number  of  towns  and  stores  are 
not  inspected  ac  all. 
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Areas  covered  by  individual  inspectors  vary  greatly  in  the  state. 
The  geographical  area  east  of  Helena  is  serviced  by  four  full-time  and 
three  part-time  inspectors.   Those  areas  west  of  Helena  are  serviced  by 
nine  full-time  inspectors.   Of  these  inspectors,  seven  are  primarily 
involved  for  nine  months  each  year  with  potato  inspections.   During 
this  period  of  time  they  perform  very  few  other  inspections.   For  example, 
the  inspection  reports  submitted  by  one  inspector  show  the  following 
activities  for  two  selected  months. 

Inspections  Stores  Potatoes 

January,  1971  39  2 

May,  1971  0  93 

Although  some  of  the  inspectors  are  engaged  in  the  potato  harvest, 
other  inspectors  are  not  so  busy.   For  example,  perusal  of  other  inspection 
reports  showed  the  inspectors  engaged  in  activities  such  as  "stayed  home," 
"no  calls,"  "no  shipments  going  out,"  and  "stayed  home  and  reviewed  old 
records  for  historic  value."   Thus,  there  not  only  appears  to  be  an  absence 
of  comprehensive  coverage  insofar  as  inspections  are  concerned,  but  also 
an  imbalance  in  inspector  workloads. 

Since  the  inspections  are  performed  in  such  a  small  percentage  of 
the  towns  and  those  areas  that  are  inspected  often  are  without  the  services 
of  an  inspector  for  varying  periods  of  time,  we  question  the  necessity  and 
value  of  these  inspections.   Kurthermore,  much  of  t\\v   .icLlvily  Is  related 
to  grade  and  condition  of  the  produce,  a  task,  which  is  also  being  performed 
to  a  certain  degree  by  the  State  Department  of  Health.   The  function  of 
licensing  premises  and  inspecting  the  condition  of  perishable  items  in 
grocery  stores  was  assigned  to  the  State  Department  of  Health  during  the 
A2nd  Legislative  Session  through  the  enactment  of  Section  1,  Chapter  130, 
Laws  of  1971,  which  broadened  the  health  department's  authority  to  the 
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extent  that  it  may  overlap  with  the  Deiiartinent  of  Agriculture  in  the  area 
uf  fruit  and  produce  inspections  Insofar  as  condition  is  conciTned. 

In  view  of  the  foregoing  facts,  we  believe  the  department  should 
evaluate  the  need  for  departmental  inspection  of  produce,  and  if  such 
inspections  are  necessary,  we  believe  the  department  should  coordinate 
its  efforts  with  the  State  Department  of  Health. 

RECOMMENDATION 

We  recomriiend  that  the  department  evaluate  the  necessity  of 
departmental  inspections  of  produce  and,   if  such  inspections 
are  necessary,   consult  with  the  State  Department  of  Health 
as  to  the  most  economical  and  feasible  method  to  accomplish 
this  function  without  duplication  of  effort. 

Other  Programs 

Various  other  duties  given  by  statute  to  the  department  are  either 
not  being  administered  or  are  being  administered  in  a  piecemeal  fashion. 
For  example,  the  department  is  responsible  for  enforcement  of  Sections 
3-1510  to  3-1515,  R.C.M.  1947,  dealing  with  truth  in  labeling  of  paints 
and  varnishes;  the  weights  and  measures  division  is  responsible  for 
enforcement  of  Section  60-20A,  R.C.M.  1947,  dealing  with  quality  of 
petroleum  products  sold  in  Montana,  and  is  also  responsible  for  enforce- 
ment of  Title  60,  Chapter  99,  R.C.M.  1947,  dealing  with  truth  in  packaging 
of  commodities  sold  in  a  package  form. 

Insofar  as  we  could  determine,  the  department  has  not  been  active  in 
these  areas.   A  similar  situation  exists  with  respect  to  the  "state  fair." 
Title  80,  Chapter  5,  R.C.M.  1947,  establishes  "The  Montana  State  Fair" 
for  the  promotion  of  the  public  welfare  and  in  order  to  give  prominence 
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and  publicity  to  the  resources  of  the  state.   In  this  connection.  Section 
3-107,  R.C.M.  1947,  provides  that  the  department  shall  have  the  power  and 
duty  to  conduct  and  manage  the  state  fair  and  to  have  custody  of  the  state 
fairgrounds  buildings  and  other  property  owned  by  the  state  in  connection 
with  the  state  fair. 

The  state  fairgrounds  complex,  composed  of  state  owned  buildings  and 
land  located  northwest  of  Helena,  were  leased  to  Lewis  and  Clark  County 
in  May,  1950,  for  the  period  ending  May,  1960,  at  the  rate  of  $1  for  the 
duration  of  the  lease.   In  March,  1958,  the  lease  was  renegotiated  and 
extended  to  expire  March,  2008,  again  for  $1. 

The  last  legislative  appropriation  for  state  fair  operations  was  made 
in  1941  in  the  amount  of  "  .  .  .  $900  a  year  from  the  General  Fund  for 
salaries  and  expenses."  The  history  of  the  statutes  emphasizes  that  the 
grounds  are  to  be  permanently  dedicated  to  state  fair  purposes,  but  a 
genuine  state  fair  has  not  been  held  since  1937. 

Due  to  the  size  of  annual  fairs  conducted  in  Billings  and  Great  Falls 
and  the  numerous  county  fairs  held  in  the  state,  we  believe  the  original 
need  and  intent  of  legislation  enacting  the  "Montana  State  Fair"  are  no 
longer  being  served  and  that  the  department  should  consider  recommending 
legislation  to  repeal  the  statutory  language  relating  to  the  conducting 
of  an  official  state  fair. 

As  a  consequence  of  the  foregoing  examples,  seemingly  valid  statu- 
tory responsibilities  remain  unfulfilled. 

In  view  of  this  and  the  fact  that  the  statutes  underlying  the  depart- 
ment are  voluminous,  date  back,  many  years,  and  apparently  contain  require- 
ments which  may  overlap  with  other  state  agencies,  we  believe  the  department 
sliouid  undertake  a  seif-oxamination  of  its  statutory  duties  and  responsi- 
bilities in  terms  of  actual  operations.   Tiie  objective  of  this  evaluation, 
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whirl)   would    be    timely    In   view  of    exi-fii  1 1  ve    reorganization,    siiould    be    to 
.l.s^U'.■HS    I  lie    <li'|..i  I  (  III!  11 1  '  .s    roll-     In     I  I'  I  III:;    <i  I      I  .  iw    .mil  ,     in    di  i  I  ii^',    I  li  i  s  ,    de  t  ci  in  I  ne 
which  statutes  are   stiii   relevant,    require  amendment   or    repeai,    and   wliich 
duties  are  more   suited   to  other  agencies. 

RECOMMENDATION 

We  veoommend  that  the  department  undertake  a  review  of  its  duties 
and  responsibilities  as  expressed  in  law,   evaluate  these  require- 
ments in  terms  of  actual  operations ^   and  seek  legislation  to  amend 
and  repeal  those  statutes  which  are  no   longer  relevant  to  the 
department's  role  in  government. 

FIXED  ASSETS 

Exhibit  F  of  the  financial  statements  presents  a  statement  of  changes 
in  the  general  fixed  assets  of  the  department  for  the  fiscal  year  ended 
June  30,  1971.   Since  the  department  does  not  prepare  a  statement  of  fixed 
assets  as  part  of  their  year-end  financial  statements,  we  prepared  the 
data  shown  in  Exhibit  F  on  the  basis  of  our  analysis  of  the  department's 
annual  report  of  additions  and  deletions. 

The  department  has  not  adequately  accounted  for  fixed  assets  under 
its  control.   Control  and  subsidiary  accounts  for  fixed  assets  have  not 
been  maintained.   Assets  have  not  been  properly  valued,  periodic  inven- 
tories have  not  been  taken,  and  additions  and  deletions  have  not  been 
properly  recognized  in  existing  records.   Control  accounts  should  be 
maintained  on  a  current  basis  in  agreement  with  subsidiary  documents 
which  identify  the  fixed  assets,  their  cost  and  other  relevant  historical 
data. 
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The  Department  of  Administration,  in  Management  Memo  No.  70-17,  has 
issued  preliminary  instructions  relating  to  property  control  procedures 
to  be  implemented  by  all  state  agencies.   These  procedures  include  the 
requirement  for  an  annual  inventory,  proper  valuation,  and  the  recording 
of  fixed  asset  transactions. 

RECOMMENDATION 

We  veoorrmend  that  the  department  implement  the  property  control 
procedures  prescribed  in  Department  of  Administration  Manage- 
ment Memo  No.    70-17 . 

MONTANA  RURAL  REHABILITATION  PROGRAM 

The  responsibility  of  the  Montana  Rural  Rehabilitation  Corporation 
(MRRC)  program  is  assigned  to  the  administrative  services  division  of  the 
department.   The  MRRC  program  is  a  federally  initiated  program  originally 
established  in  1934  and  revitalized  in  1951  as  a  program  under  joint  state 
and  federal  administration.   The  purpose  of  the  program  is  to  receive  and 
administer  grants  of  money  which  were  initially  utilized  to  make  improve- 
ment loans  to  rural  residents.   In  recent  time,  however,  the  moneys  have 
been  used  to  purchase  U.  S,  Department  of  Agriculture  Farmers  Home  Adminis- 
tration federally  insured  notes,  thereby  increasing  the  supply  of  additional 
FHA  loans  to  Montana  farmers  and  ranchers. 

The  total  assets  administered  by  this  department  under  the  MRRC  program 
as  of  June  30,  1971,  were  $884,781.   This  total  is  comprised  of  (1)  cash 
in  the  state  treasury,  $2,595;  (2)  insured  loans  receivable,  $873,355; 
(3)  mineral  rights,  $8,064;  and  (4)  fixed  assets,  $767. 
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I.o.'in  Rt'cH- 1  v.il)  I  <•  Kt'cortl.s 

'I'lu'  ailiouill  1)1   loans  rt'tc  1  vab  1 1'  diu'  on  loans  inailr  wllli  MKKd  ^anls 
is  not  recorded  in  the  records  of  the  department  or  state  accounting 
system. 

These  loans  (50  loans  totaling  $873,355)  are  recorded  in  partial 
records  maintained  by  the  administrative  services  division  and  include 
(1)  a  fiscal  year  listing  of  balances  due;  (2)  individual  loan  folders 
including  insurance  endorsements  and  FHA  form  for  each  payment  made. 
Each  of  these  forms  lists  the  payment  made,  date,  principal  and  interest 
portion,  and  remaining  balance. 

The  division  does  not  prepare  annual  reconciliations  of  outstanding 
loan  balances  and  past  year  activity,  nor  does  the  division  correspond 
directly  with  the  borrowers.   We  noted  in  confirming  the  balances  due, 
that  loans  had  changed  hands,  addresses  were  changed,  and  original  holders 
were  deceased.   Although  these  are  insured  loans  and  the  state  will  re- 
ceive the  moneys  loaned,  the  records  should  be  kept  in  a  business-like 
manner.   This  is  especially  true  because  the  state  is  assuming  additional 
duties  with  respect  to  servicing  these  loans  as  the  FHA  gradually  turns 
over  this  responsibility  to  the  state  as  new  loans  are  made. 

RECOMMENDATION 

We  recommend  that  the  department  establish  formal  general  ledger 
and  subsidiary  accounting  records  to  account  for  and  control 
the  assets  attributable  to  the  Montana  Rural  Rehabilitation 
Corporation  program  and  consult  with  the  Department  of  Adminis- 
tration as  to  the  steps  necessary  to  include  the  Montana  Rural 
Rehabilitation  Corporation  activities  in  the  centralized 
accountuig  system. 
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Mineral  Rights 

Through  MRRC  program  activities  the  state  of  Montana  has  acquired 
various  types  of  mineral  rights  on  certain  properties  located  within  the 
state. 

These  rights  were  acquired  when  the  U.  S.  Government  constructed 
various  irrigation  projects  in  the  eastern  part  of  Montana.   These  pro- 
jects were  sold  to  local  area  farmers  and  ranchers  with  financing  provided 
by  MRRC  moneys,  which  at  that  time  were  administered  by  the  Federal 
Government.   In  order  to  construct  these  projects,  the  land  purchased 
included  certain  mineral  rights  and  as  the  projects  were  sold  the  buyers 
had  the  option  of  purchasing  these  mineral  rights.   Those  that  were  not 
purchased  remained  as  MRRC  assets  and  were  returned  to  the  state  of 
Montana  as  the  department  assumed  control  of  the  MRRC  program  assets. 

Department  records  indicate  that  the  value  of  these  mineral  rights 
was  $8,064  at  the  time  the  rights  were  acquired  years  ago,  and  that  the 
rights  encompass  approximately  5,700  acres.   Although  these  rights  re- 
present an  item  of  intrinsic  value  to  the  state,  they  are  not  recorded 
in  any  department  or  state  accounting  records. 

Other  mineral  rights  and  interest  owned  by  the  state  are  recorded, 
filed,  and  administered  by  the  Department  of  State  Lands.   In  the  interest 
of  centralization,  we  believe  the  department  should  seek  the  assistance 
of  the  land  department  in  a  determination  of  the  fair  value  of  these 
mineral  interests  and  transfer  them  to  the  land  department  for  adminis- 
trative purposes. 

RECOMMENDATION 

Wi'  rccomncyid   tluil    Llic  dcpai'tment  seek   the  assistance  of  the 
Depai'LmcnL  oj'  I'liaic  Lands  in  adminisLcpiwj   the  Ml\l\('  inim-r'ai 

interests. 
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FINAL  COMMENTS 

The  comments  and  recommendations  contained  In  this  report  have  been 
discussed  with  the  commissioner  of  agriculture,  liis  chief  administrative 
officials,  and  where  necessary  due  to  changes  resulting  from  executive 
reorganization,  with  the  department  heads  of  the  Department  of  Livestock 
and  the  Department  of  Business  Regulation. 

We  wish  to  express  our  appreciation  to  them  and  to  the  staff  of  the 
department  for  their  cooperation  and  assistance. 

Respectfully  submitted, 

Morris  L.  Brusett 
Legislative  Auditor 

December  8,  1971 
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EXHIBIT  B-1 


DEPARTMENT  OF  AGRICULTURE 

EARMARKED  REVENUE  FUND 

STATEMENT  OF  CHANGES  IN  FUND  BALANCE 

Fiscal  Year  Ended  June  30,  1971 


Fund  Balance,  July  1,  1970 
Additions: 


Feed 
Account 

$37,494 


Grain 
Fertilizer  Laboratory 


Account 


$33,578 


Account 


$101,553 


Total 


$172,625 


Revenue: 

Feed  Registration  Fees 
Gross  Annual  Fee 
Fertilizer  Registration  Fees 
Sample  Fees 
Miscellaneous  Refunds 

Reserve  for  Encumbrances, 
July  1,  1970 

Total  Balance  and 
Additions 


13,865 
13,300 


500 


65,166 


37,022 


8.940 


79,540 


— 

13,865 

— 

13,300 

— 

37,022 

217,715 

217,715 

235 

242 

421 


319,924 


9.861 


464,630 


Deductions: 

Expenditures 

Reserve  for  Encumbrances, 
June  30,  1971 

Fund  Balance,  June  30,  1971 


39,890 


38,089 


6.911 


217,576 


4.276 


295,555 


11.187 


$25.276     $34.540     $  98.072     $157.888 
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EXHIBIT  B-2 


DEPARTMENT  OF  AGRICULTURE 
REVOLVING  FUND 
STATEMENT  OF  CHANGES  IN  FUND  BALANCE 
Fiscal  Year  Ended  June  30,  1971 


Fund  Balance,  July  1,  1970 

Additions: 

Revenue : 

Special  Inspection  Fees 
Egg  Seal  Fees 

Assessments  on  Wheat  Sales 
Interest  on  Investments 

Reserve  for  Encumbrances, 
July  1,  1970 

Total  Balance  and  Additions 

Deductions:      ' 

Expenditures: 

Weights  and  Measures  Division 
Dairy  and  Egg  Division 
Wheat  Research  and  Marketing 
Division 

Reserve  for  Encumbrances, 
June  30,  1971 

Reversion  to  General  Fund 

Fund  Balance,  June  30,  1971 


Agriculture 
Department 

$12,711 


1.473 
36,151 


7,861 
1,710 


26.580 
$  -- 


Wheat 
Research 

and 
Marketing 

$  66,322 


386 


148,573 


108,783 


114 


$  39.676 


Total 


$  79,033 


8,618 

— 

8,618 

13,349 

— 

13,349 

— 

80,366 

80,366 

— 

1,499 

1,499 

1.859 


184,724 


7,861 
1,710 

108,783 


114 

26.580 
$  39,676 
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m 

m 

m 


Commercial  Feeds: 
Registrations 
Gross  Annual 
Total 


t 


mmercial  Fertilizer: 
Registrations 
Inspection  Fees 
Total 


I 

Gi 

■ 


|iiry  Products: 

Dairy  Products  Licenses 
Egg  Licenses 
Egg  Seal  Sales 
Other 

Total 


Grain  Laboratory 
Samples  Fees 
Miscellaneous 
Total 


i 

i 

We 

■ 

•■Ih 

t 

Re 

I 

i 


fain  Licenses 


rticulture: 

Inspection  Fees 
License  Fees 
Total 

Weights  and  Measures: 

Petroleum  Licenses 
Scale  Inspection  Fees 
Total 

'.■/heat  Research  and  Marketing: 

Assessments  on  Wheat  Sales 
Interest  on  Investments 
Total 

ral  Rehabilitation  Loans: 
Loan  Repayments 
Interest  Income 
Total 

federal  Grants 

Refunds 

TOTAL 


EXHIBIT  C 


DEPARTMENT  OF  AGR] 

[CULTURE 

ALL  FUNDS 

STATEMENT  OF  REVENUE 

Fiscal 

Year  Ended  June  30 

,  1971 

F( 

ideral  and 

Federal  and 

Earmarked 

Private 

Private  Grant 

General 

Revenue 

Revenue 

Clearance 

Revolving 

Func 

1 

Fund 

Fund 

Fund 

Fund 

Tot. 
$  13 

il 

$   ■ 

$  13,840 

$   ~ 

$   — 

$   — 

,840 

— 

13.325 
27.165 

— 

— 

— 

13 

27 

,325 

— 

— 

— 

— 

,165 

8,820 

8 

.820 

— 

28.202 
37.022 

— 

— 

— 

28 
37 

,202 

— 

— 

— 

— 

,022 

11 

,527 

11 

.527 

3 

,630 

— 

— 

— 

— 

3 

,630 

~ 

— 

— 

— 

12,919 

12 

.919 

1 

,774 
,931 

— 

— 

— 

430 
13.349 

2 
30 

,204 

16 

— 

— 

— 

,280 

11 

,090 

210,711 

221 

,801 

369 
,459 

7.004 
217.715 

— 

— 



7 
229, 

,373 

11 

— 

— 

— 

,174 

6 

,320 

6, 

,320 

56, 

,192 

56, 

,192 

10. 

,996 
,188 

— 

— 

— 



10, 
67, 

,996 

67. 

— 

— 

— 



,188 

33. 

,476 

33, 

,476 

30. 

,524 
,000 

— 

— 

— 

8.618 
8.618 

39, 
72, 

,142 

64, 

— 

— 



,618 

812 

80,366 

81, 

,178 

- 

— 

— 

— 



1,499 
81.865 

1, 
82, 

^7, 

499 

812 

— 

— 

— 

,677 

47,423 

,423 

- 

~ 

— 

— 

55,784 
103,207 



55, 
103, 

784 

- 

— 

— 

— 



?n7 

. 



12.800 

— 

12, 

800 

_ 

__ 

242 

24? 

?166, 

,710 

$282,144 

$12,800 

$103,207 

$103,832 

$668, 

,693 
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EXHIBIT  F 


Land 

Buildings 
Equipment 
Total 


DEPARTMENT  OF  AGRICULTURE 

STATEMENT  OF  CHANGES  IN  GENERAL  FIXED  ASSETS 

Fiscal  Year  Ended  June  30,  1971 


Balance 
July  1,  1970 

$  4,214 

74,249 

208,367 

$286.830 


Additions   Deletions 


$   ~ 


54.251 
$54.251 


29.137 
$29.137 


Balance 
June  30.  1971 

$  4,214 

74,249 

233,481 

$311,944 
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